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ADJ OQURNMENT

SACRAMENTO, CALI FORNI' A; THURSDAY, DECEMBER 5, 1996
9:30 A M

CHAI RMAN RELI' S:  CALL TO ORDER THE MARKET
DEVELOPMENT COWM TTEE.
THE SECRETARY: MEMBER CHESBRO?
MEMBER CHESBRO.  HERE.
THE SECRETARY: MEMBER PENNI NGTON?
MEMBER PENNI NGTON:  HERE.
THE SECRETARY: CHAI RMAN RELI S.
CHAI RMAN RELI S: HERE.
OKAY. THEN WE W LL PROCEED W TH OUR
BUSI NESS. AND, CAREN, DO YOU HAVE ANYTHI NG THAT
YOU WANT TO SAY AT THE OUTSET?
MS. TRGOVCI CH:  YES.
THANK YOU, MR. CHAI RMAN AND MEMBERS.
GOOD MORNI NG, |'"M CAREN TRGOVCI CH, DEPUTY
DI RECTOR OF WASTE PREVENTI ON AND MARKET
DEVELOPMENT DI VI SION. | JUST WANTED TO PROVI DE
YOU SOME | NFORMATI ON ON A FEW | TEMS BEFORE WE
PROCEED W TH THE TODAY' S AGENDA.
THE FIRST IS JUST TO LET YOU KNOW

67
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23 THAT OUR BASE CLOSURE ACTI VI TI ES HAVE REALLY
TAKEN

24 OFF, AND WE' RE GETTI NG A LOT OF | NFORMATI ON OUT.
25 THI'S MONTH WE' RE SEEI NG THE PRODUCTI ON OF OUR
BASE
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CLOSURE HANDBOOK, AND WE' RE SEEI NG DECONSTRUCTI ON
BEG NNI NG AT THE PORT OF OAKLAND WHERE WE VI SI TED
W TH PORT OF OAKLAND OFFI CI ALS TO MEET W TH THE
EXECUTI VE DI RECTOR, THE YOUTH EMPLOYMENT
PARTNERSHI P TO DI SCUSS DECONSTRUCTI ON OF BUI LDI NG
NO. 73. AND THERE ARE 35 | DENTI CAL UNITS TO THI' S
PARTI CULAR BUI LDI NG AT THE SI TE, AND YOUTH-BUI LT
STAFF W LL BE TRAI NED | N DECONSTRUCTI ON TECHNI QUES
BY STAFF OF A COVPANY CALLED BEYOND WASTE.

SO WE' RE SEEI NG A LOT OF ACTIVITIES
IN THI'S AREA. THEY' LL BE USI NG PORTI ONS OF OUR
BASE CLOSURE HANDBOOK. WE W LL BE DI STRI BUTI NG
THAT AT WORKSHOPS UPCOM NG | N THE NEXT SEVERAL
VEEKS AS WELL.

WE' VE ALSO JUST CLOSED THE
APPLI CATI ON PERI OD ON THE 1996 JTR I NI TIATIVE. AS
YOU RE AWARE, THE FUNDI NG THAT WE RECEI VED FROM
US- EPA WAS FOCUSED ON ACTI VI TI ES AT M LI TARY BASES
VHI CH VWERE UNDERGO NG CLOSURE.

WE RECEI VED EI GHT APPLI CATI ONS FROM
AROUND CALI FORNI A. | NTERESTED ZONES | NCLUDED
THREE BAY AREA ZONES, THE CENTRAL COAST ZONE, AND
TWO FROM THE CENTRAL VALLEY AND THE MOJAVE DESERT
ZONE.

WE MET LAST MONTH WTH -- WTH THE

5
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STAFF OF CALA TO SEE HOW THAT ORGANI ZATI ON COULD
ASSI ST US, AS WELL W TH THE EVALUATI ON AND
SELECTI ON OF THOSE APPLI CATI ONS, SO WE' RE SEEI NG
AN ONGO NG PARTNERSHI P | N THAT AREA.

IN THE LOAN AREA, JUST TO UPDATE YQOU
AS FAR AS THE LOAN FUND STATUS | S CONCERNED, AS OF
NOVEMBER 30TH, 52 LOANS WERE CLOSED | N THE AMOUNT
OF $20.2 M LLI ON.

AN ADDI TI ONAL THREE ACTI VE LOAN
APPLI CATI ONS IN THE AMOUNT OF $1.9 M LLI ON HAVE
BEEN APPROVED BY THE BOARD, BUT HAVE NOT YET
CLOSED, AND APPROXI MATELY $16.8 M LLI ON REMAI N
AVAI LABLE FOR LOANS THI S FI SCAL YEAR.

"D LI KE TO ANNOUNCE, AS WELL, THAT
THE RMDZ LOAN PROGRAM | NTEREST RATE W LL BE 5.6
PERCENT EFFECTI VE JANUARY 1 OF 1997. THIS IS A
SLI GHT | NCREASE FROM THE CURRENT RATE OF 5.5
PERCENT.

THE RATE, AS YOU RE AWARE, | S
DETERM NED | N ACCORDANCE W TH THE PROGRAM STATUTE
STATI NG THAT THE | NTEREST RATE CHARGE BE BASED ON
THE POOL OF MONEY | NVESTMENT ACCOUNT RATE.

THE PM A RATE FOR NOVEMBER WAS 5. 6
PERCENT, SO THI S NEW | NTEREST RATE W LL REFLECT



25 THE PERI OD OF JANUARY THROUGH JUNE OF 1997.
6
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WE ALSO MET YESTERDAY ON THE SEPARATE
NOTE OF BUY RECYCLED NOTE W TH MR. CHARLES GRADY,
WHO S THE DEPUTY DI RECTOR OF THE OFFI CE OF
PROCUREMENT | N THE DEPARTMENT OF GENERAL SERVI CES.

| FELT THAT THI S WAS A VERY FRUI TFUL
MEETI NG | N THAT WE RECEI VED A COWM TMENT FROM GS
TO ASSI GN A FULL-TI ME STAFF PERSON TO THEI R BUY
RECYCLED PROGRAM

WE RECEI VED A COW TMENT | N THAT
MEETI NG, AS WELL, TO ATTEMPT TO PUT | NTO PLACE
MASTER CONTRACTS I'N THE ELEVEN COWODI TY
CATEGORI ES THAT WE' VE | DENTI FI ED AND THAT THE
DEPARTMENT OF GENERAL SERVI CES WORKS W TH I N THE
AREA OF BUY RECYCLE.

THE | NDI VI DUAL THAT THEY W LL BE
FORMALI ZI NG THE BUY RECYCLE ASSI GNMENT W TH, HI S
NAME |'S PAT BAI LEY, AND WE' RE REALLY LOOKI NG
FORWARD TO WORKI NG W TH HI M

WE ALSO I N THAT SAME MEETI NG RECEI VED
A COW TMENT FROM MR. GRADY AS WELL TO USE THE
OFFI CE OF | NFORMATI ON SERVICES, WHICH IS A
SEPARATE TWELVE- PERSON MARKETI NG OFFI CE W THI N THE
DEPARTMENT OF GENERAL SERVI CES, TO TRY TO WORK ON
PROMOTI NG THESE RECYCLED- CONTENT PRODUCTS AND THE



25 CONTRACTS.
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MEMBER CHESBRO: CAN | ASK A QUESTI ON HERE?

MS. TRGOVCI CH:  UH- HUH.

MEMBER CHESBRO: IS THAT A -- WAS IT A
GENERAL DI SCUSSI ON OR WAS THERE ANY SPECI FI C
DI SCUSSI ON ABOUT THE QUESTI ON THAT WE HAD RAI SED
ABOUT THE GENERAL USE PLAN?

MS. TRGOVCI CH: THERE WAS MORE OF A GENERAL
DI SCUSSI ON.  WE CERTAI NLY RAI SED THE | SSUE AROUND
THE USE OF NEWSPRINT WTH HHM  HE WAS WELL AWARE
OF IT. WE DISCUSSED IT FOR A FEW M NUTES, AND MR
GRADY WAS EXTREMELY FORTHRI GHT I N SAYI NG, "WE NEED
TO BE DO NG A BETTER JOB. WE HAVEN T DONE A VERY
GOOD JOB I N THE PAST, AND WE' RE CHANG NG THAT
NOW ™" AND | THI NK THAT WE' RE SEEI NG THAT THROUGH
H S COW TMENT OF A FULL-TIME RESOURCE IN THI S
AREA AS WELL AS HI S COW TMENT TO SUPPORT USI NG
THEI R MARKETI NG OFFI CE, THE OFFI CE OF | NFORVMATI ON
SERVI CES TO WORK ON PROMOTI NG THE CONTRACT.

MEMBER CHESBRO: | THINK THE BI G PI CTURE
LONG TERM THE GENERAL PROGRAM S MORE | MPORTANT
THAN JUST THE NEWSPRI NT, BUT FROM THE STANDPO NT
OF PERCEPTI ON OF THE STATE PERFORM NG | N WAYS

WE' RE REQUI RI NG THE PRI VATE SECTOR TO PERFORM

THI NK THE NEWSPRI NT IS A VERY HI GH PRI ORI TY,



AND |
25 HOPE THAT THEY RECOGNI ZE THAT.
8
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1 MS. TRGOVCI CH: THEY DO, AND WE' RE
2 CONTI NUI NG TO WORK W TH THEM ON THAT.
3 RI CK MULLER RECENTLY MET W TH THE
4 | NDI VI DUAL OVER AT THE OFFI CE OF THE STATE
5 PRI NTER, AND | THI NK WHAT WE CAN DO | S THAT AT
AN
6 UPCOM NG TI ME, EITHER IN A WRI TTEN FORMAT OR
HERE
7 BEFORE THE COVM TTEE, REPORT TO YOU ON WHAT WE
8 FOUND OUT ABOUT THOSE NEWSPRI NT PURCHASES
AROUND
9 THEI R ATTEMPTS TO REACH THE CONTENT OF THE
10 PROCUREMENT RATE.
11 MEMBER CHESBRO: SO YOUR -- YOUR STAFF
IS
12 PROCEEDI NG ON THAT I N A SEPARATE FRONT TOO?
13 MS. TRGOVCI CH: CORRECT. WE' VE HAD
14 SEPARATE MEETI NGS W TH THEM ON THAT.
15 MEMBER CHESBRO: | APPRECI ATE GETTI NG
THAT
16 UPDATE. THANKS.
17 MS. TRGOVCICH: | -- WE' LL FORWARD THAT
18 | NFORMATI ON TO YOU, CERTAINLY.
19 SO THAT WAS A VERY EFFECTI VE



MEETI NG

20 YESTERDAY.

21 WE HAVE THIS MORNING -- |'M GO NG
TO

22 BE | DENTI FYI NG MY LAST -- TWO OF MY LAST | TEMS
23 W LL BE FOCUSED ON OUR REREFI NED O L

I NI TI ATl VES,

24 AND WE' RE GO NG TO BE SHOWN NG A VERY SHORT

VI DEO

25 CLI P THAT WAS RECENTLY PRODUCED USI NG GRANT
FUNDS
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1 THROUGH THE USUAL GRANT PROGRAM  AND SI NCE WV\E

2 M GHT WELL END ON THAT NOTE OF THE CLIP, | JUST

3 WANT TO TAKE AN OPPORTUNI TY AS WELL HERE BEFORE W\E
4 MOVE | NTO THAT | TEM TO ANNOUNCE, AS YOU ARE ALL

5 AWARE, THAT WE HAVE RECENTLY LOCKED I N A DATE FOR
6 THE LOAN PROGRAM WORKSHOP OF FEBRUARY 5TH.

7 SO WE' RE LOOKI NG AT ABOUT TWO MONTHS
8 FROM NOW WE W LL BE HOLDI NG A WORKSHOP | N MORE OF
9 A ROUND TABLE-TYPE OF A FORUM HERE I N THE BOARD
10 ROOM TO FOCUS ON THE VARI OQUS LOAN PROGRAM | SSUES
11 THAT HAVE COMVE TO LI GHT THAT HAVE BEEN RAI SED TO
12 OUR ATTENTI ON THAT WE NEED TO ADDRESS AND HAVE

13 DI SCUSSI ONS AROUND.

14 I KNOW THAT | FORWARDED TO YOUR

15 OFFI CES COPI ES OF A DRAFT OUTLINE. [|I'MIN THE

16 PROCESS OF FORWARDI NG THAT SAME DRAFT OUTLI NE TO
17 OUR ZONE ADM NI STRATORS AND LOAN COWM TTEE MEMBERS
18 SO THAT THEY CAN PROVI DE US | NPUT ON THE SCOPE OF
19 THAT WORKSHOP AND ADD ANY ADDI TI ONAL TOPI CS THAT
20 THEY THI NK WARRANT DI SCUSSI ON.
21 CHAI RMAN RELI' S: SO WE' RE GO NG TO MAKE A
22 CONCERTED EFFORT TO GET THE WORD OUT ABOUT THI S
23 BECAUSE THI S WLL BE A VERY | MPORTANT WORKSHOP.
24 MS. TRGOVCI CH: RIGHT. A VERY CONCERTED
25 EFFORT.

10
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I N FACT, YOU CAN ALMOST LOOK AT THI S
AS A REGULATI ONS PROCESS I N THE SENSE THAT WE' RE
DA NG AN | NFORVAL PERI OD AND THEN A FORVAL PERI CD.

| NFORVAL MEANI NG TRYI NG TO SOLICI T
FROM ANYONE WHO HAS THOUGHTS, COMVENTS, | NTERESTS
I N THE PROGRAM UP FRONT, THEI R | NPUT ON WHAT THE
VWORKSHOP SHOULD COVER SO WE MAKE SURE TO GET
EVERYTHI NG OUT THERE. AND THEN | F YOU WANT TO SAY
A FORVAL PERI OD WHERE WE MAKE SURE TO GET AMPLE
NOTI FI CATI ON OUT TO ALL | NTERESTED PARTI ES TO
FACI LI TATE GOOD PARTI CI PATI ON, THOUGHTFUL
DI SCUSSI ON, AND A GOOD OUTCOVE FOR THE BOARD.

CHAI RMAN RELI' S:  ALL RI GHT.
M5. TRGOVCI CH: THE LAST | TEM THAT |I' D LI KE

TO DI SCUSS TODAY HAS TO DO W TH THE REREFI NED O L
| NI TI ATI VE AND THE BUY -- THE EFFORTS OF THE BUY
RECYCLE PROGRAM STAFF.

VIE' VE NOTI CED RECENTLY AN | NCREASE | N
LOCAL GOVERNMENTS REQUESTI NG | NFORMVATI ON ON BUYI NG
REREFI NED O L. THI' S | NCREASED | NTEREST ESPECI ALLY
APPEARS TO BE DUE TO AN | NFOCYCLI NG ARTI CLE THAT
APPEARED I N THE OCTOBER 1996 | SSUE OF
"1 NFOCYCLI NG' WHERE WE TALKED ABOUT HOW LOCAL
GOVERNMENTS HAVE AN OPPORTUNI TY TO PURCHASE
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25 REREFI NED O L FROM THE STATE LUBRI CATI ON CONTRACT.
11



© 00 ~N oo o b~ w N P

T N N N S T e e N T S S S S S
gag A W N P O © 0o N oo 0o~ W N O

WE EXPECT ADDI TI ONAL LOCAL GOVERNMENT
| NTEREST | N REREFI NED O L PURCHASES AS A RESULT OF
TWO VI DEOCS AND WORKSHOPS BEI NG PUT ON BY THE
COMMUNI TY ENVI RONMVENTAL COUNCI L AND BECAUSE LOCAL
GOVERNMENT BLOCK GRANTS OF THE USED O L PROGRAM
ALLOW LOCAL GOVERNMENTS TO G VE A 10- PERCENT PRI CE
PREFERENCE TO THE PURCHASE OF REREFINED O L AND TO
G VE OQUT FREE SAMPLES OF REREFI NED O L.

THE VI DEO THAT YOU' RE ABOUT TO SEE
THAT KIND OF HI GHLI GHTS THI S EFFORT AND WAS
PRODUCED BY THE CEC |I'S REALLY A JO NT I NI TI ATl VE
OF BOTH THE MARKET DEVELOPMENT DI VI SI ON AS VEELL AS
THE LOCAL PLANNI NG DI VI SI ON WHERE WE SEE STAFF AT
THE PLANNI NG DI VI SI ON COM NG TOGETHER THROUGH THE
USED O L GRANT PROGRAM THROUGH THEI R EFFORTS TO
OUTREACH TO LOCAL GOVERNMENT COMVBI NED W TH THE
EFFORTS OF THE MARKET DEVELOPMENT DI VI SI ON STAFF
VHERE | T FOCUSED ON BUY RECYCLE COM NG TOGETHER TO
PRODUCE WHAT WE FEEL IS A VERY EFFECTI VE PI ECE.

WE' RE GO NG TO SHOW YOU THE FI RST TWO
M NUTES OF THE VI DEO JUST TO G VE YOU A SENSE OF
THE KI ND OF EFFORTS THAT WE' RE TRYI NG TO GET OUT
THERE.

THE VIDEO I N I TS ENTI RETY, | BELI EVE,
WLL BE SHOMN AT THE LOCAL ASSI STANCE AND PLANNI NG

12
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COW TTEE MEETI NG I N JANUARY.

CHAI RVAN RELI'S:  AND HOW LONG IS THE ENTI RE
VI DEO?

MS. TRGOVCI CH:  FI FTEEN M NUTES.

MR. ROBINSON: | T'S ABOUT FI FTEEN M NUTES.

CHAI RMAN RELI' S: SO YOU FI GURE WE HAVE
ABOUT A TWO-M NUTE ATTENTI ON SPAN.

MEMBER PENNI NGTON: MR, CHAI RMAN, BEFORE WE
GET | NTO THE TAPE, |'D JUST LIKE TO ASK, WHEN YQU
MET WTH MR GRADY - -

MS. TRGOVCI CH:  UH- HUH.

MEMBER PENNI NGTON:  -- DI D YOU TALK ABOUT
THE USE OF REREFINED O L I N THE STATE?

MS. TRGOVCI CH:  WE TALKED MORE GENERALLY
ABOUT ALL ELEVEN AREAS THAT WE' RE PURSUI NG AND
WE' RE ASKI NG THEM TO PURSUE THE MASTER CONTRACTS
I N.

WE W LL BE | NTENDI NG TO FOLLOW UP

DI SCUSSI ONS W TH MR. GRADY AND PAT BAI LEY, AS
WELL, WHO W LL BE THEI R FULL-TI ME RESOCURCE ON EACH
OF THOSE CONTRACTS SPECI FI CALLY.

MEMBER PENNI NGTON: | T SEEMS TO ME -- | WAS
JUST DOMWN | N VENTURA COUNTY, AND I N ALL OF VENTURA
COUNTY, VEH CLES ARE USI NG REREFINED O L. AND IT
CERTAI NLY SEEMS THAT ALL THE STATE VEH CLES OUGHT

13
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TO BE FI LLED UP.

MS. TRGOVCI CH:  THAT W LL BE AT THE TOP OF
OUR BUSI NESS WHEN THE NEW RESOURCE, PAT BAI LEY, IS
ASSI| GNED.

MEMBER PENNI NGTON: Rl GHT NEXT TO
NEWSPRI NT.

MS. TRGOVCI CH:  RI GHT NEXT TO NEWSPRI NT.

MEMBER CHESBRO. DO WE KNOW TO WHAT DEGREE
THEY ARE?

MS. TRGOVCICH:  |'LL HAVE TO DEFER TO JI M
ROBI NSON OF THE MARKETS DI VI SI ON TO RESPOND TO
THAT.

MR, ROBINSON:  WVELL, FIELD IS GRON NG OUT
OF THE LOCAL GOVERNMENTS. RI GHT NOW FOR STATE
GOVERNMENT, THERE'S NO PROBLEM

CHAI RMVAN RELI'S: COULD YOU SPEAK | NTO THE
M KE A LI TTLE MORE?

MR. ROBI NSON: FOR STATE GOVERNMENT,
THERE' S NO PROBLEM  RI GHT NOW WE' RE APPROACHI NG
APPROXI MATELY -- OH, WE HAVE PROM SED TO PURCHASE
APPROXI MATELY ABOUT 170, 000 GALLONS PER YEAR ON A
TWO- YEAR CONTRACT, AND THAT'S A RI SE FROM AN
ESTI MATED ABOUT 60, 000 GALLONS ON A PREVI QUS YEAR
CONTRACT, AND ALSO, TOO, BECAUSE THAT | NFO ARTI CLE
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TO PURCHASE ON THE SAME PRI CE THAT THE STATE
GOVERNMENT CAN DO I'T, AND SOVE OF THE PROBLEMS OUT
IN THE FI ELD W TH LOCAL GOVERNMENTS | S DEFI NI TELY
EDUCATI ON, AND THIS IS WHERE THE VIDEO IS GO NG TO
HELP ON THAT, BUT ALSO AVAI LABILITY, AND THIS IS
VWHERE THE STATE CONTRACT CAN HELP.
THERE'S STILL A PROBLEM ON PRI CE

BECAUSE SOME LOCATI ONS CAN STI LL PURCHASE AT A
LOVER -- A VIRG N AT A LONER PRI CE EVEN W TH THE
10 PERCENT ON REFI NED.

MEMBER CHESBRO. DO WE KNOW WHAT PORTI ON
THAT -- WHAT DI D YOU SAY? 180, 000 -- WHAT PORTION
OF THE TOTAL STATE VEHI CLE USAGE THAT REPRESENTS?

MR, ROBI NSON: | T REPRESENTS THE ENTI RE
STATE CONTRACT AS APPROXI MATELY ABOUT 205, 000,
210, 000.

MEMBER CHESBRO. SO MOST.

MR, ROBINSON: SO THAT' S A GOOD PERCENTAGE.

WORKI NG W TH CALTRANS AND DEPARTMENT

OF GENERAL SERVI CES, WE PUT ON THE CONTRACT AS
MJUCH AS WE COULD THAT TECHNOLOGY

WAS AVAI LABLE,

22

AND I T'S STILL OPEN FOR

TECHNOLOGY | F I T REACHES
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24 SENSE W LL CONVERT | T OVER
25 SO ON OUR NEXT
CONTRACT AFTER TWO

15
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YEARS, WE'LL LOOK AT EVEN MORE.

MEMBER PENNI NGTON:  GOQD.

MS. TRGOVCI CH:  JUST RIGHT -- RIGHT AS THE
CLIP'S STARTI NG, | JUST WANT TO EXPRESS THANKS TO
BOTH JI' M ROBI NSON OF THE WASTE PREVENTI ON AND
MARKETI NG DEVELOPMENT DI VI SI ON AND NORA KEANE, THE
GRANT MANAGER ON THI' S CONTRACT FOR THE PLANNI NG
DI VISION, FOR THEI R EFFORTS | N WORKI NG TOGETHER
AND WORKI NG W TH THE COVMUNI TY ENVI RONMVENTAL
COUNCI L TO PRODUCE THE VI DEO, WHI CH, OF COURSE,
AGAI N, YOU WLL SEE I N WHOLE AT THE PLANNI NG
COW TTEE MEETI NG I N JANUARY.

CHAIRVAN RELI'S: |'D LIKE TO ALSO ATTEST TO
JIMS WORK. | WAS WTH H M I N THOUSAND OAKS A
MONTH OR SO AGO WTH ONE OF THE COUNTY SUPERVI SORS
AND A GROUP FROM JI FFY LUBE AND OTHER - -

MR. ROBI NSON:  UNOCAL.

CHAI RMAN RELI'S:  -- UNOCAL AND OTHERS.

I'T WAS A GOOD DI SCUSSI ON OF THE
PROSPECTS FOR REREFINED O L, AND I THINK HE DID A
FINE JOB ON I T.

MR, ROBINSON: JUST TO G VE SOVE BACKGROUND
ON THE VIDEO I S THAT THE VIDEO IN A SENSE -- A
FLEET SUPERVI SOR COVES AND TALKS TO ONE OF HI S
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MECHANI C | S SAYI NG ALL THE TYPES OF MYTHS THAT HE
THINKS USED O L IS, AND THAT'S THE PORTI ON THAT
VE' RE SEEI NG

MR. ROBI NSON: THERE' S APPROXI MATELY TWO
M NUTES. | T GOES ON EACH M NUTE AND DI SPROVES | T.

CHAI RMAN RELI'S: WHERE DI D HE GET THESE?
ARE THESE REAL MECHANI CS?

MR. ROBI NSON: NO. THEY' RE ACTORS.

MEMBER CHESBRO:. THEY' RE GOOD.

CHAI RMAN RELI' S:  THEY ARE GOOD.

MEMBER CHESBRO:  QUI TE CONVI NCI NG.

MS. TRGOVCICH: | THI NK WE HAVE -- NAYBE
JIM CAN PROVI DE FOR YOU. | KNOWHE'S GOT 300
COPIES OF THIS VIDEO SITTING IN H' S OFFI CE. MAYBE
JUST DESCRI BE THE DI STRI BUTI ON FOR YOU.

MR. ROBINSON: THE USED O L PROGRAM
PROVI DED ME W TH 300 COPIES OF THI'S, AND MY | NTENT
WAS N A SENSE FLOOD THE MARKET W TH | T.

RIGHT NOWIT'S ON A HOLDI NG PATTERN
BECAUSE THE COMMUNI TY ENVI RONMENTAL COUNCIL IS
STILL I'N THE PROCESS OF G VI NG WORKSHOPS AND
HANDI NG OQUT THE VI DEO. BUT AROUND CHRI STMASTI ME,
THAT' S VWHEN WE GO | NTO THE NEW YEAR, |'LL BE
SENDI NG THESE OUT TO LOCAL GOVERNMENTS UPON
REQUEST AND EVEN TO PRI VATE BUSI NESSES AND
17
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OTHER -- OTHER ONES.

MEMBER CHESBRO:.  THANKS.

CHAI RMAN RELI' S:  THAT SHOULD BE A GREAT
TOOL TO SELL TO COMPANI ES. | MEAN NOT SELL, BUT,
YOU KNOW MARKET.

MR. ROBINSON: THERE'S A LOT OF COWPANI ES
RI GHT NOW THAT ARE ON THE WAI TI NG LI ST. THEY WANT
THI'S VI DEO OUT THERE, SO | EXPECT THE DEMAND FOR
REREFI NED O L I N THE NEAR FUTURE TO GO STRAI GHT

UP.
MEMBER CHESBRO:.  GREAT.
CHAI RMAN RELI' S:  GOOD WORK.
OKAY. WE'LL NOW GO | NTO THE AGENDA,
AND I'LL -- |I'"D LIKE TO SAY A FEW WORDS AT THE
OUTSET.

WE' VE GOT A PRESENTATI ON BY SMURFI T
NEWSPRI NT CORPORATI ON AND AGRI - PULP I NC. ON THE
USE OF RI CE STRAW POSTCONSUMER PAPER TO PRODUCE
NEWSPRI NT.

THIS I S AN ORAL PRESENTATI ON, AND
JUST A FEW WORDS BY BACKGROUND.

" VE HAD THE CHANCE TO MEET W TH - -
LET"S SEE -- | T WOULD BE M KE SI EBERS, WHO S W TH
THE SMURFI' T NEWSPRI NT CORPORATI ON OUT OF OREGON
CITY, OREGON, AND ROBERT BLAIR, WHO I S

I NVOLVED | N
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THI'S PRQIECT, AND AL WONG.

| BECAME | NTRI GUED BY | T BECAUSE
HERE' S A COVBI NATI ON OF BOTH AN ENVI RONMVENTAL
PROBLEM THE RI CE STRAW PROBLEM THE BURNI NG OF
THE RI CE STRAW VWH CH WE ALL KNOW FROM AROUND HERE
IS A SEASONAL DI LEMVA FOR Al R QUALI TY PURPOSES AND
FOR AGRI CULTURE.

AND THEN WE HAVE A TECHNOLOGY TO
CAPTURE THI S MATERI AL AND COMBI NE I T W TH WHAT |
UNDERSTAND RECYCLED PAPER TO PRODUCE NEWSPRI NT,
AND THAT IS A FUNDAMENTAL PRODUCT, AS WE KNOW A
FOREST PRODUCT. AND SMURFIT IS, | BELIEVE, THE
WORLD' S LARGEST PRODUCER OF RECYCLED NEWSPRI NT | N
THE WORLD, AND WE HAVE AN OPPORTUNI TY HERE TO
PERHAPS BE ONE OF THE PI ONEERI NG LOCATI ONS FOR
THI'S NEW APPROACH TO PAPER MAKI NG

SO | TH NK WE' RE ALL VERY | NTERESTED
I N HEARI NG WHAT YOU HAVE TO TELL US TODAY.

SOI1'D LIKE TO INVITE AL, M KE, AND I
DON'T KNOWIF DR. BLAIR I S PART OF THI S
PRESENTATI ON OR NOT.

AL, WOULD YOU PLEASE | DENTI FY
YOURSELF I N THE M KE FOR THE REPORTER?

MR VWONG MY NAME IS AL WONG. |'MWTH
AGRI - PULP. THANK YOU, MR. CHAI RVAN, FOR THE
19
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OPPORTUNI TY TO G VE A BRI EF PRESENTATI ON ABOUT
VWHAT WE HAVE DONE W TH CALI FORNI A RI CE STRAW AND
DEVELOPMENT OF AN AGRI - PULP NEWSPRI NT, AND | COULD
SAY THAT THIS | S THE FIRST TI ME THAT MULTI - GRAI' N
AGRI - PULP NEWSPRI NT HAS EVER BEEN MADE AND | S MADE
HERE IN THI S COUNTRY, SO LET ME FI RST START W TH
THE PRESENTATI ON.

I THINK THI' S PICTURE' S VELL- KNOAN TO
PEOPLE. THERE'S OVER A M LLI ON TONS OF RI CE STRAW
BEI NG SURPLUSED AND ACTUALLY GOES UP I N SMOKE
EVERY YEAR.

SO THE CONCEPT THAT WE HAVE | S THAT
THIS I S A SURPLUS FI BER THAT COULD BE TURNED | NTO
PAPER PRODUCTS, SO THE TECHNOLOGY THAT WE HAVE
WOULD, FOR EXAMPLE, LOCATE A MLL IN THE M DDLE OF
THE VALLEY, TAKE THE RI CE STRAW CONVERT I T | NTO
FI BER FOR PAPER MAKI NG, AND THE SO- CALLED WASTE
MATERI AL |'S ACTUALLY CONVERTED | NTO A VALUE- ADDED
FERTI LI ZER.

SO EFFECTI VELY THI S WOULD BE A ZERO
EFFLUENT PULP M LL.

MEMBER CHESBRO. MEANI NG THE SLUDGE FROM
THE PLANT?
MR WONG THI S IS THE LI QUI D WASTE.
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USI NG A POTASSI UM CHEM CAL, AND POTASSI UM CHEM CAL
EVENTUALLY ENDS UP AS A POTASSI UM FERTI LI ZER.

SO THE CONCEPT |S DI FFERENT; IT'S
BEEN PATENTED. SO WE THOUGHT, WELL, THIS IS
| NTERESTI NG, BUT WE DON' T KNOW ANYTHI NG ABOUT RI CE
STRAW AND THE THI NG TO DO, CAN YOU ACTUALLY MAKE
THE PULP AND EVENTUALLY MAKE THE PAPER?

SO THE QUESTION IS THAT IS THERE
ECONOM CS IN I T, AND WE THI NK SO. WE THI NK
THERE' S MONEY IN THE STRAW  SI MPLY FOR THE FACT
| S THAT WE' RE NOT TAKI NG WASTE -- WASTE MATERI AL
FROM THE FARMERS. WE' RE ACTUALLY GO NG TO G VE
THEM REAL MONEY FROM THE AGRI - PULP M LL'S PO NT OF
VIEW AND I F YOU LOOK AT THE VERY TABLE HERE, THE
PRESENT | NCOVE |'S $96 AN ACRE.

| F AGRI - PULP WAS PUT | NTO PLACE AND
WE CAN PAY THEM $40 A TON, THE FARMER S | NCOVES
GOES UP TO $117.

NOW YOU CAN PLAY AROCUND W TH THESE
NUMBERS, BUT THE FACT IS I T'S NOT ZERO | NCREMENTAL
| NCOVE; | T'S ACTUALLY A REAL NUMBER, AND THAT
G VES THE KIND OF I NCENTI VE, WE THI NK, TO DEAL
W TH AN Al R POLLUTI ON PROBLEM A WASTE MANAGEMENT
PROBLEM AS WELL AS CREATI NG A NEW BUSI NESS
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CHAI RMAN RELI'S: I T'S HARD TO READ. |
DON' T KNOW HOW OTHER PEOPLE' S EYES ARE.

MEMBER CHESBRO:. CAN YOU MAKE | T ANY
LARGER?

CHAI RMAN RELI' S: AL, YOU GOT TO WORK ON
YOUR VRI TI NG HERE.

MR, WONG  OKAY. THIS IS TOO H GH TECH FCR

MEMBER CHESBRO. THAT' S JUST ABOUT RI GHT.
MR. WONG  WE' LL START AGAI N.
SO RI CE PRODUCTI ON COSTS, I T'S $765.
THE PRODUCT | NCOVE | S PLUS 595. THERE'S FEDERAL
FARM SUBSI DY AS | T STANDS TODAY, SO THE NET | NCOVE
FOR THE FARMERS | S PLUS $96 AN ACRE.
SO HOW MJCH I T COSTS TO BRI NG THE
STRAW TOGETHER, BALI NG COSTS, $75 AN ACRE, STORAGE
12, SHI PPI NG 12, AND STRAW SALES TO THE AGRI - PULP
M LL AT $40 A TON, THREE TONS AN ACRE, AND YOU ADD
THEM ALL UP, YOU HAVE PLUS $117.
SO THAT'S QUI TE A FEW DOLLARS OVER
THE EXI STI NG BASE OF $96, SO THAT | MVEDI ATELY
G VES THE ECONOM C | NCENTI VE FOR PEOPLE TO GET
THI NGS TOGETHER.
NOW THAT' S GOOD ON THE ECONOM C

I THI NK ONE | MPORTANT QUESTI ON THAT WE FACE
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FREQUENTLY IS IS TH S AGRI CULTURAL FI BER
RECYCLABLE? OKAY. THAT'S A Bl G QUESTI ON.

WE TAKE IT OFF THE FI ELD, WE MAKE
PAPER. WHAT HAPPENS TO | T AFTERWARDS?

NOW WE HAVE NOT STUDI ED RI CE STRAW
SPECI FI CALLY, BUT THERE ARE ENOUGH SClI ENTI FI C
LI TERATURE AVAI LABLE ABOUT WHEAT STRAW BEI NG
RECYCLABLE, AND THE STUDI ES SHOW THAT, YES, YOQU
CAN RECYCLE THE THING. | F ANYTHI NG THE STRENGTH
PROPERTY OF THE FIBER WLL GO UP SLI GHTLY, SO --

MEMBER CHESBRO. WOULD THAT BE TRUE AT ANY

NEWSPRI NT M LL OR JUST AT THE M LL THAT WOULD BE
PRODUCI NG THI S NEWSPRI NT?

COULD IT GO TO A -- COULD A PI ECE OF
NEWSPRI NT THAT HAS THE RICE FIBER IN IT GO TO
ANOTHER M LL THAT DOESN T USE RI CE STRAWAS I TS --

MR WONG YES, IT CAN. | T S JUST A

GENERAL PURPOSE WASTE PAPER ULTI MATELY FROM A
NEWSPRI NT M LL, BUT THE QUESTION IS THAT IS THE
AGRI - PULP FI BER COMPONENT RECYCLABLE, AND THAT'S A
VERY FUNDAMENTAL QUESTI ON.

DOES I'T ALL DI SSOLVE | NTO MJUSH AND
YOU CAN' T DO ANYTHI NG AND | T BECOVES ANOTHER WASTE
DI SPOSAL PROBLEM  AND I T TURNS OUT, BASED ON THE
EVI DENCE WE SEE TODAY I N THE SCI ENTI FI C

23
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LI TERATURE, YES, |IT CAN BE RECYCLED. SO THAT'S A
VERY | MPORTANT THI NG TO SETTLE BEFORE WE EVEN GET
TO THE FI RST BASE.

NOW THIS ONE -- | THINK | COULD HAVE
TO ZOOM I N.  WHOOPS. OKAY. SO WHEN THE SUN, THE
STAR, AND THE MOON, EVERYTHI NG LI NES UP, YOU SAY
I T"S TIME TO GO, AND THE REASON WHY THI S | S TRUE
| S THAT THERE IS A FUNDAMENTAL PROBLEM OF SURPLUS
STRAW DI SPOSAL. THERE'S A TI MELI NE.

THI'S THI NG THAT IS TO BE PHASED OUT
I N BURNI NG, BUT THERE' S ALSO AN OPPORTUNI TY FROM
THE FI BER SOURCE'S PO NT OF VIEW BECAUSE I N THE
PACI FI C NORTHWEST, AT LEAST, WOOD FI BERS AND SOVE
SORT OF SHORTAGE BASIS, I'T'S NOT ECONOM CALLY
ACCESSI BLE.

WASTE PAPER FI BER' S AVAI LABLE FROM
TIME TO TI ME, BUT SOVETI MES | T BECOMES UNAFFORD-
ABLE FOR VARI OQUS MARKET REASONS. AND BECAUSE W\E
HAVE A TECHNOLOGY THAT DEALS W TH SUBSEQUENT
MANUFACTURI NG PROCESS POLLUTI ON, MAYBE THI S I S THE
ECONOM C TI ME TO GET THI NGS ROLLI NG

SO THE FARMERS | N COLUSA COUNTY HAS
KI NDLY DONATED 30 TONS OF STRAWIN M D- YEAR THEY
SENT I T UP TO CANADA WHERE WE HAVE A DEMONSTRATI ON
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WE CONVERT THAT STRAW I NTO PULP, SEND
| T DOAN TO OREGON CI TY. OREGON W TH OUR FRI END
SMURFI' T NEWSPRI NT AND DEVELOPMENT PRQIECT, WHAT WE
CALL THE AGRI - PULP NEWSPRI NT PRQJECT, AND ACTUALLY
MAKE PAPER, AND THAT PAPER ENDS UP | N THE DAI LI ES
I N CALI FORNI A FOR PRI NTI NG.

AND | CAN SAY THAT THE "LOS ANGELES
TI MES" HAVE TESTED THI S PAPER, "THE SANTA ROSA
PRESS DEMOCRAT, " "THE SACRAMENTO BEE, " "THE SAN
JOSE MERCURY NEWS, " "THE ORANGE COUNTY REG STER, "
AND " PARADI SE POST" UP I N THE VALLEY HERE HAVE ALL
TESTED THI S PAPER AND THEY HAVE RAN WELL, SO
THERE' S NO FUNDAMENTAL PROBLEM RI GHT NOW ON THE
FIRST TRY, WHICH IS QUI TE PROM SI NG OF COURSE,
WE CAN ALWAYS | MPROVE ON THE PRODUCT.

SO THI'S EVENT ACTUALLY TOOK PLACE,
AND | WON'T BLOW I T UP, BUT THE HEADLI NE SAI D
"SMURFIT IS GO NG TO TEST TH S PRODUCT." AND THI S
EVENT ACTUALLY TOOK PLACE AN OCTOBER 24TH, AND
THIS -- THIS IS THE PI CTURE THAT WE ALWAYS SHOW TO
PEOPLE. THIS IS A RICE FIELD. THE BOTTOM S FROM
THE SACRAMENTO VALLEY. THE TOP PART, THE CLEAN
AlR I'S NOT FROM THE SACRAMENTO VALLEY, BUT THE
CLIP IN THE PICTURE TO MAKE I T CLEAR, SO THAT'S
VWHY YOU SEE THE HORI ZON' S RATHER FLAT. AND WHAT

25
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| T SAYS HERE | S THAT THE "FI ELD OF REAMS" -- WELL,
| DON' T LOOK LI KE KEVIN COSTNER, BUT THI S IS THE
PRODUCT.

SO I'"LL TURN IT OVER TO MY COLLEAGUE
HERE, M KE S| EBERS FROM SMURFI T NEWSPRI NT, AND
HE'S GO NG TO TALK ABOUT WHAT HAPPENED I N THE
PAPER MAKI NG AND THE PRI NTI NG TRI AL.

M KE.
MR. SIEBERS: |S THAT LEG BLE?

MY NAME |S M KE SI EBERS. [|'M THE
VI CE- PRESI DENT AND GENERAL MANAGER OF THE SMURFI T
NEWSPRI NT OREGON CI TY M LL. AND THE REASON |'M
HERE TODAY IS TO DI SCUSS THE REASON THAT WE WERE
| NTERESTED | N THE AGRI - PULP PROCESS AND MAYBE G VE
THI'S -- THE BOARD A LI TTLE I NSI GHT | NTO THE THI NGS
THAT WE SAW VWHEN WE UNDERTOOK THE EXPERI MENT TO
TRY TO MAKE NEWSPRI NT OUT OF AGRI - PULP.

THE FI RST SLI DE HERE | S BASI CALLY AN
OVERVI EW OF WHAT -- WHAT WE DI D DURI NG THE TRI AL.

OUR PURPOSE FROM THE SMURFI T
NEWSPRI NT PERSPECTI VE | S WE' RE ALWAYS LOOKI NG FOR
ALTERNATI VE FI BER RESOURCES OR EXTENDERS, ANYTHI NG
THAT YOU CAN FI ND THAT WOULD ALLOW YOU TO -- TO
HARBOR YOUR RESOURCES AND -- AND CONTAIN YOUR
RESOURCES OR OTHER RESOURCES THAT M GHT | MPROVE

26
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YOUR PRODUCT, SO FROM THAT STANDPO NT, WE WERE
VERY | NTERESTED I N THE AGRI - PULP PRODUCT.

VE NORMALLY MAKE -- AND FOR THI S
TRI AL PURPOSES, WE MADE A 30- POUND STANDARD
NEWSPRI NT, WHICH IS -- | S PRETTY MJCH THE
ESTABLI SHED BASI S WEI GHT FOR MOST NEWSPRI NT ON THE
WEST COAST.

OUR USUAL M X OF PULP VWHEN WE MAKE
NEWSPRI NT IS -- IS A H GH PERCENTAGE OF DE-INK
STOCK. WE USE A LONER PERCENTAGE OF TMP PULP,
VWH CH | S PULP MADE FROM WOOD CHI PS.

MEMBER CHESBRO. WHEN YOU SAY DE-1 NK PULP,
YOU RE TALKI NG ABOUT RECYCLED NEWSPAPERS?
MR. SI EBERS: RECYCLED NEWSPAPERS AND

MAGAZI NES FLOWW TH I T I N OQUR PARTI CULAR M LL.

VWHEN |' M DI SCUSSI NG A TRIAL, |I'M
DI SCUSSI NG THE TRI AL ON A PARTI CULAR PAPER MACHI NE
AT SMURFI T NEWSPRI NT'S OREGON CI TY M LL.

I T"S THE NUMBER ONE PAPER MACHI NE,
AND -- AND | THI NK YOU HAVE TO UNDERSTAND
DI FFERENT MACHI NES AND DI FFERENT PROCESSES M GHT
REACT A LITTLE BI'T DI FFERENTLY THAN -- THAN WHAT
WE SAW BUT -- SO -- SO OUR EXPERI ENCE | S WHAT WE
SAW ON THAT PARTI CULAR PAPER MACHI NE.
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DI FFERENT LEVELS OF AGRI - PULP | NTO THE NEWSPRI NT,
A 10- PERCENT LEVEL AND A 20- PERCENT LEVEL, AND THE
REASON THE PERCENTAGES ARE FAI RLY LOW I S BECAUSE
WE HAD A LARGE NUMBER OF CUSTOMERS | NTERESTED | N
GETTI NG NEWSPRI NT MADE W TH AGRI -PULP IN I'T, AND
WE DIDN' T HAVE A LOT OF PULP, SO WE COULDN T MAKE
A HI GH PERCENTAGE OF SUBSTI TUTI ON RATE I N THE
PAPER THAT WE MADE.

THE BLEND OF AGRI - PULP WE USED WAS A
BLEND OF RI CE STRAW RYE STRAW AND FESCUE STRAW
AND |'LL PUT UP THI S NEXT SLIDE JUST TO SHOW - -
G VE YOU A LITTLE BETTER PI CTURE OF -- OF THE
DETAILS OF IT.

OUR NEWSPRI NT ON THIS MACHINE | S --
WHEN WE MADE THE PAPER W TH THE 20- PERCENT STRAW
PULP INIT, THI S IS BASI CALLY THE M X WE HAD. WE
HAD 58 PERCENT DE-|1 NKED PULP I N THE M X, 20
PERCENT TMP, A LITTLE CHEM CAL PULP, THE SPK, AND
THEN 20 PERCENT AGRI - PULP.

THAT AGRI - PULP WAS COWPOSED OF 15
FESCUE STRAW 30 PERCENT RI CE STRAW AND 55
PERCENT RYE STRAW FROM THE W LLAMETTE VALLEY. AND
THE REASON THE M X WAS THAT | S BECAUSE THAT' S
BASI CALLY THE STRAWS THAT AL HAD ON HAND AT THE
TIME, AND IT TOOK QU TE A BIT OF TIME TO -- TO
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DEVELOP ENOUGH PULP JUST TO RUN THIS TRIAL. IT
TOOK A LITTLE OVER A MONTH OF HI S PRODUCTI ON TO DO
THAT.

MEMBER CHESBRO. ARE YOU TESTI NG THE OTHER
TYPES BECAUSE THERE ARE SI M LAR DI SPOSAL PROBLEMS
ELSEVWHERE I N THI S COUNTRY?

MR. SI EBERS: VERY, VERY ASTUTE. THE RYE
STRAWWAS IN THERE BECAUSE IT'S -- IT'S AN | SSUE
IN THE W LLAMETTE VALLEY.

THE FESCUE WAS | N THERE BECAUSE WHEN
VE LOOKED AT PULP TRI AL | NFORMATI ON AND LAB
| NFORMATI ON, FESCUE LOOKED LI KE A VERY GOOD
MATERI AL TO TRY AND MAKI NG AGRI - PULP QUT OF.

WE WERE | NTERESTED | N SEEI NG SOMVE OF
THAT, TOO, BUT I THINK MORE OF IT HAD TO DO W TH
VHAT WAS ON HAND FOR RAW MATERI ALS AT AL'S SITE AT
THE TI ME.

SO THAT'S THE M X WE RAN.

GO NG BACK TO THI S SLI DE, WE MADE 180
TONS OF PAPER. WE RAN THE PAPER MACHI NE FOR A
LI TTLE OVER 24 HOURS TO DO THAT. THE PAPER RAN AT
El GHT -- EI GHT DI FFERENT PUBLI SHI NG FACI LI Tl ES,
TWO | N OREGON AND SI X DOWN HERE | N CALI FORNI A.
PRI NTED QUI TE WELL, RAN QUI TE WELL I N THE PRESS
ROOMS.

29
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THE ONLY COMMENT WE GOT WAS FROM ONE
PRESS ROOM WE GOT A COMMENT ABOUT POTENTI AL
CONCERN ABOUT PLATE WEAR LI NTI NG, AND |'LL ADDRESS
THAT A LITTLE BIT LATER ON.

SOVE OF THE MAI N OBSERVATI ONS WE SAW
ON THE PAPER MACHI NE WHEN WE -- WHEN WE PUT THE
AGRI - PULP IN THE M X, WE BACKED OUT OUR DE- | NK
PULP AND OQUR TMP PULP PROPORTI ONATELY AS WE ADDED
THE AGRI - PULP.

VWE DI D NOT SEE ANY | NCREASE | N
MACHI NE BREAKS ON THE PAPER MACHI NE. THE
CLEANLI NESS OF THE MACHI NE WAS GOQOD.

AGRI - PULP HAS ALMOST A PLEASANT
DI STINCTIVE ODOR TO I T THAT -- WH CH IS JUST A
LI TTLE SI DE PO NT.

MEMBER CHESBRO |'M FROM EUREKA, YOU KNOW
AND THOSE M LL OPERATORS USED TO TELL US THAT
THOSE PULP M LLS SMELL GOOD TOO.

MR. SIEBERS: THI S | S TOTALLY DI FFERENT
THAN THAT, TOTALLY DI FFERENT.

MEMBER CHESBRO. | ALSO USED TO LIVE I N
TACOVA. WE USED TO REFER TO I T AS THE AROVA OF
TACOVA.

MR, SIEBERS: WE DI D SEE SOVE | SSUES THAT
DEVELOPED ON THE PAPER MACHI NE. WE NOTI CED AS
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| NCREASED THE PERCENTAGE OF THE AGRI - PULP IN THE
M X, THAT WE LOST SOME DRAI NAGE ON THE MACHI NE;
THE AMOUNT OF STEAM THAT I T TOOK TO DRY THE PULP
WAS | NCREASED, AND WE HAD TO CONSTRAI N MACHI NE
SPEED AT THE HI GHER PERCENTAGES OF AGRI - PULP AS WE
APPROACHED THE 20 PERCENT MARK. AND AT THE TI ME
VWE VWERE RUNNI NG A TRIAL, | THI NK THE 20 PERCENT
LEVEL' S ABOUT AS MJUCH AS WE COULD HAVE RUN AND
KEPT THE MACHI NE | N CONTROL.

BUT OUR PURPOSE WAS TO MAKE THE TONS
TO GET THE PAPER PUBLI SHED, AND -- AND SO WE
DI DN' T REALLY PRESS THOSE | SSUES TOO MJUCH, AND I
THI NK THAT' S SOVETHI NG THAT NEEDS FURTHER
| NVESTI GATI ON DOWN THE ROAD.

THE OTHER | TEMS ARE NOT | MPORTANT
| TEMS THERE.

MEMBER CHESBRO. WHEN YOU SAY THAT 20
PERCENT WAS -- YOU DIDN' T WANT TO GO ANY HI GHER,
DOES THAT MEAN THAT, | N GENERAL, THAT'S CONSI DERED
AN UPPER LIMT OR | S THE POTENTI AL FOR GO NG
HI GHER?

MR. SI EBERS: DI FFERENT -- DI FFERENT
EQUI PMENT W LL REACT DI FFERENTLY. | F YOU LOOKED
AT THE PROFI LE OF THE THREE PULPS THAT WE RAN, THE
RI CE, THE RYE, AND THE FESCUE, SOVE OF THE THI NGS
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THAT STOOD OUT ABQUT -- PARTI CULARLY ABOUT THE
RICE WAS I T HAS -- HAS A VERY H GH -- WHAT WE CALL
A M NUS 150 FRACTION, WHICH IS THE -- IT'S A
MEASURE OF THE LENGTH OF THE FI BERS. AND BECAUSE
OF THAT, WHEN YOU HAVE A HI GH PERCENTAGE OF FI NES
IN THE PULP M X, YOU TEND TO RETARD DRAI NAGE ON
THE MACHI NE.

THERE |'S PROBABLY SOVE PRACTI CAL
LIMT TO -- THAT ANY PERSON WOULD BE ABLE TO GO TO
USI NG THE AGRI - PULP.

BASED ON THI'S -- AND I SAY WE NEED
MORE STUDY, BUT I DON' T THI NK YOU COULD PUT A
HUNDRED PERCENT AGRI - PULP ON A NEWSPRI NT MACHI NE
AND EXPECT IT TO RUN AT A -- AT A PRODUCTI ON RATE
THAT WOULD BE ACCEPTABLE.

BUT KIND OF JUMPI NG AHEAD A LI TTLE
BIT TO THE WRAP- UP HERE, THE PAPER TEST RESULTS,
AND THI' S SLI DE COMPARES PAPER TEST RESULTS ON THE
20 PERCENT AGRI - PULP PAPER VERSUS WHAT WE WOULD
SEE I N OQUR NORMAL NEWSPRI NT SHEET ON TH S MACHI NE.

THE THI NGS THAT ARE | MPORTANT TO THE
PRI NTER |'S BRI GHTNESS | S VERY | MPORTANT. WE
DI DN T SEE ANY CHANGE | N BRI GHTNESS.  WE WERE ABLE
TO RUN A NORMAL BRI GHTNESS OF THE PRODUCT.

OPACITY IS -- IS AN | MPORTANT

32



Please note: These transcripts are not individually reviewed and approved for
accuracy.

© 00 N o o b~ w N Pk

N NN NN R R R R R R R R R
A W N PP O O 00 N O O B W N +—» O

CHARACTERI STI C FOR PRI NTERS BECAUSE I T'S A
PRI NTABI LI TY | SSUE FOR THEM  THAT WAS NORMAL.

WE ACTUALLY SAW SOMVE BI G | MPROVEMENTS
| N PAPER STRENGTH. THAT'S A FUNDAMENTAL
CHARACTERI STI C OF THAT FIBER. | TS A SLENDER
FIBER. | T BONDS BETTER, AND SO YOU GET A HI GHER
STRENGTH PAPER PRODUCT RESULTI NG

AND PROBABLY THE Bl GGEST NEGATI VE W\E
SAW WAS THAT THE SI LI CA CONTENT | N THE PAPER VENT
UP SI GNI FI CANTLY, AND THAT -- THAT M GHT HAVE SOME
RAM FI CATI ONS AS FAR AS EQUI PMENT WEAR, BOTH IN A
PAPER M LL AND IN A PRI NTI NG PRESS FACI LI TY, PLATE
WEAR, THI NGS LI KE THAT.

TO SUM I T UP, OUR PERSPECTI VE FROM
SMURFI'T NEWSPRI NT | S THAT THE | TEMS THAT NEED
FURTHER STUDY, OF COURSE, THE ECONOM C
COWPETI Tl VENESS OF THE FI BER | TSELF.

WE' RE | NTERESTED IN IT -- I N THAT AS
A SUBSTI TUTE FI BER AND, YOU KNOW | THI NK AT AN
UNREALI STI CALLY HI GH PRI CE, WE WOULDN T BE
| NTERESTED I N THAT. AT A COWPETI Tl VELY HI GH
PRI CE, FI BER PRI CE, WE WOULD.

OPTI M ZATI ON OF THE VARI QUS TYPES OF
STRAWS FOR NEWSPRI NT, | THI NK THERE' S WORK TO BE
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OF THOSE PULPS | NDI VI DUALLY AND LOOKI NG AT I T TO
SEE HOW THE MACHI NE REACTS, FOR | NSTANCE, JUST
WTH RICE OR JUST WTH RYE THERE. | THI NK THAT' S
AN | MPORTANT THI NG THAT STILL NEEDS TO BE DONE.

THERE WERE SOVE COSTS THAT HAVE TO BE
| NVESTI GATED. THE LOST MACHI NE SPEED, THE
| NCREASED STEAM USE, THOSE ARE POTENTI AL | SSUES
THAT NEED MORE STUDY.

THE WEAR | MPACT OF THE HI GHER SI LI CA
AND DI RT THAT -- PART OF I T HAS TO DO W TH HOW YOU
COLLECT THE STRAW FROM THE FI ELD. | F YOU GRAB A
BUNCH OF DI RT WHEN YOU RE PI CKI NG THE STRAW UP,
THAT END UP -- ENDS UP BLENDI NG I N WTH THE PULP,
AND THAT CAN BECOVE A WEAR | SSUE, BUT SOVE OF THAT
SILICA I'S NATURALLY I N THE STRAW FI BER TOO, AND |
THINK I T WOULD TAKE A LONG TERM STUDY TO DETERM NE
HOW SI GNI FI CANT THE WEAR WOULD BE.

REMOVAL OF CHAFF WHI CH COMES | N FROM
THE CHUTES OF THE STRAW THAT -- THAT DON' T BREAK
DOWN. AT THE LEVELS WE RAN, THAT WAS NOT A
SI GNI FI CANT PROBLEM BUT IF YOU TRY TO RUN AT A
HI GHER SUBSTI TUTI ON LEVEL, | THI NK WE' D HAVE TO
CLEAN THE PUWP UP A LITTLE BIT BETTER

AND AL TOUCHED A LITTLE BIT ON THE



25 RECYCLABI LI TY OF PAPER MADE W TH AGRI - PULP, AND
I
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THI NK THERE' S NO QUESTI ON THAT -- THAT TH S PULP
| S A RECYCLABLE PULP, BUT YOU M GHT FIND THAT | F
YOU HAVE A WOOD PULP FIBER -- LET"S SAY, FOR
| NSTANCE, |F IT WERE TO RECYCLE SI X TI MES ARCUND
BEFORE | T'S GONE, YOU M GHT FI ND THAT AGRI -PULP --
BASED ON THE STRAW YOU USED, YOU M GHT GET FOUR
TI MES AROUND OR FI VE TI MES AROUND | NSTEAD OF SI X
TI MES AROUND JUST BECAUSE YOU DON' T HAVE LONG
FI BER FRACTI ONS IN THE PULP W TH AGRI - PULP.

SO THOSE ARE THE FRACTI ONS THAT WOULD
BREAK DOWN OVER A LONGER PERI OD OF TI ME, BUT |
DON' T THI NK THERE' S ANY QUESTION THAT IT'S A
RECYCLABLE PULP.

SO THAT IS THE -- THE CONCLUSI ON.
THAT' S WHAT WE SAW OUR SUMMARY CONCLUSI ON FOR
THE EXPERI MENT WAS THAT THERE' S CERTAI NLY A LEVEL
OF SUBSTI TUTI ON THAT YOU CAN USE AGRI - PULP TO MAKE
NEWSPRI NT SHEETS OUT OF, AND | THI NK YOU WOULD
HAVE TO STUDY THE | NDI VI DUAL STRAW PULPS | N MORE
DETAI L TO DETERM NE EXACTLY WHAT THAT 1 S.

| HAVE A COPY OF SOME PAPERS THAT
JUST SUMMARI ZE WHAT | DI SCUSSED HERE TODAY THAT
| D BE HAPPY TO HAND OUT AND SOME SAMPLES OF THE
NEWSPRI NT TOO, |IF YOU D LIKE TO SEE IT.

CHAI RMAN RELI'S: G VEN THAT SMURFIT IS A
35
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CONSUMER OF A HUNDRED PERCENT POSTCONSUMER PAPER
OR RECYCLABLE PAPER, WHAT WOULD -- WHAT WOULD YQU
SEE AS THE OVERALL BALANCE | SSUE HERE?

SI NCE WE AT THE BOARD ARE FOCUSED ON
MARKET DEVELOPMENT FOR PAPER GRADE AND THE RI CE
STRAW WOULD BE A COVPONENT, BUT WOULD IT, IN
EFFECT, SUBSTI TUTE FOR COLLECTI ON EFFORTS AND
RECOVERY EFFORTS THAT ARE CURRENTLY UNDER WAY, OR
VWHAT ARE YOUR THOUGHTS?

MR SIEBERS: | DON'T -- | DON T TH NK SO

| THINK THERE'S A LOT OF | NFORMATI ON I N THE
LI TERATURE THAT -- THAT WOULD SUPPORT THE CONCEPT
THAT WE' RE -- THAT THE COUNTRY AS A WHOLE AND THE
NATI ON AS A WHCLE IS FI BER SHORT WHEN | T COVES TO
TRYI NG TO FI ND FI BER RESOURCES TO MAKE PAPER OUT
OF, AND THAT' S NOT JUST NEWSPRI NT. THAT'S ALL
KI NDS OF PAPER PRODUCTS.

SOl DON'T -- | F YOU RE ASKI NG DO YQU
THINK | T WOULD | NTERFERE W TH THE COLLECTI ON AND
THE RECYCLABI LI TY OF CURRENT PAPER PRODUCTS, |
DON' T BELI EVE | T WOULD.

AT LOWER SUBSTI TUTI ON LEVELS, |F YOQU
VERE TRYI NG TO MAKE PAPER OQUT OF A HUNDRED PERCENT
AGRI - PULP, | COULDN T ANSVER THAT QUESTI ON.
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25 CHAI RMAN RELI'S: I T'S OBVI OQUSLY - -
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MR SIEBERS: | DON' T TH NK YOU COULD MAKE
NEWSPRI NT OUT OF A HUNDRED PERCENT AGRI - PULP. |
THI NK YOU RE TALKI NG ABOUT LOWER SUBSTI TUTI ON
LEVELS.

I DO THI NK YOU CAN PUT AGRI - PULP | NTO
MANY OTHER PAPER PRODUCTS BESI DES JUST NEWSPRI NT.
I THINK THERE'S A VARI ETY OF DI FFERENT GRADES THAT
YOU COULD PUT I'T I NTG

MEMBER CHESBRO: TO FOCUS THAT QUESTION IN
A LITTLE BIT, DO YOU HAVE ANY SENSE ABOUT WHI CH OF
THE OTHER PULP TYPES WOULD BE MOST LI KELY TO BE --
OR FI BER TYPES, | MEAN, WOULD BE MOST LI KELY TO BE
SUBSTI TUTED BY THI S?

WOULD | T BE THE DE-1 NKED OR WOULD | T
BE THE VI RGI N COVPONENT?

MR. SIEBERS: FOR US I T WOULD BE ECONOM CS
DRI VEN.

MEMBER CHESBRO. | T COULD BE ElI THER, YOU
SAY?

MR. SIEBERS: | F RECYCLED FI BER VVERE MORE
EXPENSI VE THAN TMP MADE FROM CHI PS, WE WOULD
PROBABLY SUBSTI TUTE THAT.

WE LOOKED AT | T FROM AN ECONOM C
STANDPOI NT MORE THAN A -- MORE THAN ANY OTHER
BASI S. WE' RE LOOKI NG FOR ALTERNATI VES TO WOOD
37
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1 BASED FI BERS TO CONTI NUE TO MAKE OUR PRODUCTS.

2 MEMBER CHESBRO:. | HAVE A FEW OTHER

3 QUESTI ONS.

4 CHAI RMAN RELI' S: GO AHEAD.

5 MEMBER CHESBRO. |'M NOT SURE | F MR WONG
6 | S BETTER TO ANSWER THI'S. |'LL LET YOU GUYS

7 DECI DE THAT

8 MR. SI EBERS:  OKAY.

9 MEMBER CHESBRO: |IN TERMS OF THE FI GURES

10 THAT WERE SHOWN ABOUT THE BENEFI TS TO AGRI CULTURE
11 AND THE GROWERS, WHAT PROPORTI ON OF THE RI CE
STRAW

12 THAT' S PRODUCED | N THE VALLEY M GHT BE USABLE BY
A

13 PROCESS LI KE THI S? HAVE YOU DONE ANYTHI NG TO
LOOK

14 AT THAT IN TERMS OF WHAT PORTI ON OF THE PROBLEM
OF

15 DI SPOSI NG OF RI CE STRAW COULD BE ADDRESSED BY

16 THI S?
17 MR. WONG  MAYBE | CAN ANSVWER THI S
BECAUSE,

18 OF COURSE, SMURFI T NEWSPRI NT MAKES NEWSPRI NT, BUT
19 THI'S PAPER IS ACTUALLY MADE W TH 50 PERCENT WASTE
20 PAPER AND 50 PERCENT AGRI - PULP.

21 THIS | S AN OFFI CE PRI NTI NG WRI TI NG



22 PAPER. IN THI S CASE, WE CONVERT IT I NTO
PHOTOCOPY
23 PAPER. SO THI S HAS BEEN DONE COMVERCI ALLY.
24 ACTUALLY, YOU CAN BUY IT I N CALI FORNI A, BY THE
25 VWAY.

38



Please note: These transcripts are not individually reviewed and approved for
accuracy.

© 00 N o o b~ w N Pk

N N N N N N P P R R R R R R R p
a A W N P O ©O 00 N O U »dM w N -, O

SO OQUT OF THE M LLI ON TONS CF STRAW
FOR EXAMPLE, | F YOU MAKE THI S GRADE, YOU RE
CONVERTI NG TWO TONS OF STRAW FOR A TON OF PAPER
PULP. SO IN OTHER WORDS, |F YOU HAVE A M LLI ON
TONS IN THE VALLEY, YOU HAVE 500, 000 TONS OF PULP,
AND | F YOU REBLEND THAT I NTO THI S TYPE OF
PHOTOCOPY PAPER, YOU MAKE ABOUT A M LLI ON TONS.
I N CALI FORNI A, WE USE OVER TEN

M LLI ON TONS OF PAPER PRODUCTS.

MEMBER CHESBRO:. SO YOU RE SAYI NG THAT I T
HAS THE POTENTI AL TO CONSUME THE ENTI RE - -

MR. WONG.  YEAH. THEORETI CALLY YOU CAN
TAKE EVERYTHI NG OUT OF THERE PLUS ALL THE TREE
PRUNI NGS AND ALL THESE OTHER COTTON LI NT RESI DUES,
JUST ABOUT ANYTHI NG THAT' S AGRI CULTURE CAN BE
CONVERTED | NTO A PAPER MAKI NG PULP; COULD BE USED
FOR NEWSPRI NT OR USED FOR OTHER PRODUCTS.

MEMBER CHESBRO:. ARE THE ECONOM CS LI KELY
TO SUPPORT THE SI TI NG OF FACI LI TIES I N CALI FORNI A
TO CONSUME THIS OR IS I T -- WOULD I T BE ECONOM CAL
TO VIEW THI S AS A CROP THAT THE FARMERS COULD BE
PAI D FOR THE WAY YOU DESCRI BED | T AND SHI PPED TO
EXI STI NG M LLS?

MR. WONG. YEAH. THERE' S NO ECONOMY | N
SHI PPI NG STRAW ANYWHERE.
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MEMBER CHESBRO: SO YOU RE TALKI NG ABOUT
SI TI NG THESE | N CALI FORNI A.

MR WONG YOU HAVE TOBU LD IT HERE. TH' S
'S THE ONLY PLACE TO BUI LD.

ONCE YOU CONVERT I T | NTO PULP FI BER,

VH CH | S LI KE A THI CK CARDBOARD, FAIRLY DRY, THEN
YOU CAN SHIP IT TO OREGON OR SHIP I'T DOANN TO
POMONA.

MEMBER CHESBRO. THE PULPI NG PROCESS COULD
TAKE PLACE | N CALI FORNI A OR I N THE AREA WHERE THE
RI CE STRAW | S PRODUCED - -

MR. WONG  THAT' S RI GHT.

MEMBER CHESBRO: -- AND THEN THE PULP COULD
BE SH PPED TO WHERE THE PAPER PRODUCT | S LOCATED.

MR. WONG:  THAT WOULD BEI NG THE WAY TO GO.

MEMBER CHESBRO:. WHAT ABOUT THE SEASONAL
NATURE OF THE RI CE STRAW SUPPLY? DOCES THAT MAKE
ANY DI FFERENCE? FOR EXAMPLE, OREGON THAT WAS
PRODUCI NG PAPER, WOULD THEY -- WOULD I T BE --
WOULD THEY STOCKPILE I'T, OR WOULD THEY USE I T IN
THE TI ME OF YEAR I T WAS AVAI LABLE AND THEN SHI P
BACK TO A M X THAT DI DN T | NCLUDE RI CE STRAW
DURI NG THE PARTS OF THE YEAR WHEN | T WASN' T
AVAI LABLE OR HOW WOULD THAT WORK?

MR. WONG  OKAY. MY RI CE STRAW FARMER
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1 FRI ENDS FROM COLUSA COUNTY SAI D, "WE' RE READY TO
2 BU LD A STORAGE FOR THE RI CE STRAW 200, 300, 000
3 TONS OF RICE STRAW I N A COVERED SHED AS LONG AS
4 YOU BUI LD THAT AGRI - PULP M LL I'N OUR COUNTY. "

5 MEMBER CHESBRO.  EXACTLY.

6 MR WONG WOW WE CAN TALK. SO AS

FAR AS

7 STORAGE - -

8 MEMBER CHESBRO. | T COULD BE STOCKPI LED
AND

9 THEN -- AND THEN PULP GRADUALLY - -

10 MR. WONG CALL THEM OUT AS YOU
REQUI RE.

11 MEMBER CHESBRO. AND GRADUALLY - -

12 MR. WONG  BECAUSE | T RAINS DOAN HERE,
SO

13 YOU REALLY NEED A COVERED STORAGE, OTHER THAN
14 TARPS OR FI XED STORAGE.

15 I N THE NORTH COUNTRY, | T'S DRY,
TS

16 ONLY SNOW  YOU CAN LEAVE |IT OUT I N THE OPEN.
17 SO | TH NK THE STORAGE PROBLEM
CAN BE

18 SOLVED, BUT WHAT M KE MENTI ONED | S VERY



| MPORTANT.

19 | T"S ABOUT THE MJUD AND THE DI RT.

20 MEMBER CHESBRO: IS THAT A HARVESTI NG
21 PROBLEM?

22 MR WONG | DON' T WANT TO COMVENT ON
HOW
23 FARMERS SHOULD DO THEI R HARVESTI NG. | THI NK
THEY

24 SHOULD BE A LITTLE BIT MORE CAREFUL W TH THE
25 STRAW
41
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1 CHAI RMAN RELI' S: SO WHAT HAPPENS NEXT?

2 YOU VE RUN YOUR TRI AL. YOU VE OBVI OQUSLY BEEN

3 LOCKI NG AT THE CALI FORNI A MARKETPLACE. YOU RE

4 SMURFI T AGRI - PULP.

5 DD 1 GET THI' S --

6 MR. WONG.  THAT' S OUR NEW NAME.

7 CHAI RMAN RELI' S: WHAT | NTEREST -- DO YOU
8 HAVE SOVETHI NG THAT YOU WANT OF THE BOARD IN THI' S
9 CASE? OR AT THIS PONT IS THIS STRICTLY TO JUST
10 LET US KNOW THAT THI S IS I N PROGRESS? YOU RE

11 | NTERESTED | N LOAN MONEY, THAT SORT OF THI NG?

12 MR. SIEBERS: |'LL JUST G VE YOU A

13 PERSPECTI VE FROM SMURFI T NEWSPRI NT.

14 WE' RE TRYI NG TO UNDERSTAND THE

15 ECONOM CS OF THE PROCESS. | THINK I T"S | MPORTANT
16 FOR US TO UNDERSTAND THAT, AND WE ALSO WANT TO
17 UNDERSTAND MORE ABOUT THE CHARACTERI STI CS OF THE
18 | NDI VI DUAL STRAW PULPS THAT WE COULD POTENTI ALLY
19 PUT | NTO NEWSPRI NT, LOOKI NG AT RI CE SPECI FI CALLY
20 BY | TSELF, RYE SPECI FI CALLY BY | TSELF AND MAYBE
21 THE FESCUE, AND THERE M GHT BE OTHER STRAWS OUT
22 THERE THAT WOULD BE WORTH A LOCK.
23 FROM OUR PERSPECTI VE, THAT'S WHAT --
24 THAT' S WHAT WE' RE TRYI NG TO DO NEXT IS WE' RE

25 TRYI NG TO UNDERSTAND THE ECONOM CS OF THI S
PROCESS
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SO THAT WE CAN DETERM NE WHETHER THERE IS
VI ABI LI TY, YOU KNONW ON -- ON SOME KIND OF BASI S
THAT DOESN' T HI NDER US TOO MUCH FI NANCI ALLY TO GO
AHEAD AND PURSUE THI S FURTHER.

MORE TRIALS, | THINK, |S WHAT WE' RE
TALKI NG ABOUT. MAYBE AL HAS SOVE COMMENTS, ALSO.

MR WONG OKAY. WE CAN ALWAYS USE MONEY,

SO THAT' S THE FI RST STEP.

YES. WE' RE | NTERESTED I N RI CE STRAW
| N PARTI CULAR BECAUSE FROM OUR PERSPECTI VE,
CALI FORNI A |'S THE MARKET. THERE ARE MORE PEOPLE
| N CALI FORNI A THAN ALL OF CANADA, SO -- AND
THEY' RE WEALTHI ER THAN CANADI ANS.

THI'S IS THE PLACE TO DO BUSI NESS FOR
US. AND WE THI NK THAT BEYOND NEWSPRI NT, WE COULD
CREATE THI'S TYPE OF PAPER FOR THI S LOCAL MARKET
USI NG LOCAL RESOURCES, AND THAT TO ME IS A LOT OF
ATTRACTI ON.  AND WE WOULD CERTAI NLY BE LOOKI NG AT
PLANS TO CONTI NUE ONWARD TO PI N DOWN THE
ECONOM CS, BOTH FOR OUR POTENTI AL PARTNERS,
SMURFI T NEWSPRI NT, AS WELL AS FOR OURSELVES I N
OTHER PURSUI TS.

MEMBER CHESBRO. TO TRY TO PI N DOWN THE --
FOR YOU THE BOARD S | NTEREST, AT LEAST FROM ONE OF
OUR MEMBER S PERSPECTI VES, FIRST OF ALL, | THI NK
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I N TERMS OF THE GENERAL PUBLI C AND BEI NG A
RESI DENT OF SACRAMENTO, THE -- THE ADDRESSI NG OF
THE CROP PROBLEM | THINK, IS A TERRI FI C AND
| MPORTANT STEP.

UNFORTUNATELY, I TS NOT -- BECAUSE | T
HASN T HAD EXPOSURE TO LANDFI LLS, OFFI Cl ALLY UNDER
OUR PURVI EW AND -- BUT | THI NK THAT THE THI NGS
THAT WE ARE | NTERESTED I N |'S CONTI NUI NG TO MAXI -
M ZE THE AMOUNT OF DI VERSI ON OF MATERI ALS THAT
HAVE GONE TRADI TI ONALLY TO LANDFI LLS I N
COMBI NATION WTH THI'S, SO WE CAN GET A -- A
MAXI MUM BENEFI T ALL AROUND, AND WHI LE -- WHI LE
PURSUI NG THE | MPORTANT GOAL OF THE RI CE STRAW
REUSE, RECYCLI NG, AND ALSO TRYI NG TO USE THESE
KI NDS OF RESOURCES TO ATTRACT ECONOM C ACTIVITY
LI KE THE PEOPLE I N COLUSA COUNTY WANTED TO TRY
TO -- TO GET AS MJUCH OF THE VALUE- ADDED ACTIMI TY
GO NG ON, ESPECI ALLY | N DEPRESSED RURAL
COVMMUNI TI ES WHERE SOVE OF THESE RESOURCES EXI ST.

I THI NK, YOU KNOW WE HAVE SORT OF A
DUAL ROLE OF DI VERTI NG THE WASTESTREAM AND TRYI NG
TO -- TO DEVELOP VALUE- ADDED BUSI NESS ACTIVITY FOR
CALI FORNI A TO HELP UTI LI ZE THESE RESOURCES TO
BENEFI T THE ECONOWMY AS WELL.

MR. WONG | APPRECI ATE YOUR COMVENTS
44



Please note: These transcripts are not individually reviewed and approved for
accuracy.

BECAUSE ONE OF THE THI NGS THAT WE' RE VERY ADANMANT
ABOUT | S THAT THE PAPER WE CREATE, El THER
NEWSPRI NT TOGETHER W TH SMURFI T OR THE PHOTOCOPY
PAPER, WE SPECI FY THAT | T MUST CONTAI N POST-
CONSUMER WASTE PAPER, AND NOT LESS THAN 50
PERCENT.

MEMBER CHESBRO. AND OBVI OUSLY PAPER BEI NG
MADE OUT OF RI CE STRAW | N OREGON | S BETTER THAN
BURNING | T IN THE FIELDS, SO I'M NOT TRYI NG TO SAY
THAT, YOU KNOW THERE'S ONLY ONE WAY, BUT | DO
THI NK WE HAVE PRI ORI TIES | N OUR PROGRAM THAT V\E
WLL TRY TO MAXIM ZE W TH YOU - -

MR. WONG  SURE.

MEMBER CHESBRO. -- |F THAT'S THE
ORI ENTATI ON.

MR. WONG WE APPRECI ATE YOUR | NTEREST I N
THI'S MATTER BECAUSE | T |'S NOT SOVETHI NG THAT VE
HAVE NOTHI NG TO DO W TH WASTE PAPER.  \WASTE PAPER
|'S AN | MPORTANT COMPONENT.

AS MKE SAID, IT'S NOT LIKELY THAT
| T'S GO NG TO BE TECHNI CALLY POSSI BLE OR EVEN
ECONOM CALLY POSSI BLE TO CREATE A HUNDRED PERCENT
AGRI - PULP PAPER. | T'S GO NG TO BE I N SOME
COMBI NATI ON OF OTHER FI BERS, AND THE FI BER OF
CHOI CE FOR US W LL BE WASTE PAPER.
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MEMBER CHESBRO: I N THE FORESTS THAT EXI ST
I N CALI FORNI A, THEY' RE READI LY -- | N CALI FORNI A,
AS YOU PO NTED OUT, ARE THE URBAN FORESTS.
THEY' RE I N THE FORESTS, ON THE CURBSI DES, AND USED
TO GO | NTO THEI R WASTEBASKET.

MR. WONG |'M A GREAT BELI EVER I N WASTE
PAPER.

CHAI RMAN RELI'S:  THE OTHER PO NT, | F YOU
ARRI VE AT THE PO NT THAT YOU RE LOOKI NG AT
FI NANCI AL ASSI STANCE, AT LEAST FROM THE BOARD, |
THI NK THE BALANCE STUDY BECOVES | MPORTANT BECAUSE
VE NEED TO BE ASSURED THAT | F WE WERE TO I NVEST I N
TH'S, THERE WOULD BE A NET GAIN TO THE STATE I N
OUR MARKET DEVELOPMENT EFFORT.

WE KNOW WHAT | T WOULD DO FOR RI CE
STRAW  WHAT WOULD I T DO FOR THE SECONDARY PAPER
MARKET? THAT WOULD BE OUR FOCUS.
ANY OTHER QUESTI ONS OR COMMENTS?

MEMBER PENNI NGTON: | THINK THI' S IS VERY
| NTERESTI NG.

CHAI RMAN RELI'S:  THANK YOQOU.

MR WONG | F | COULD MAKE ONE MORE COMVENT
ABOUT THE AGRI - PULP | TSELF, IS THAT AGRI - PULP
RI GHT NOW AS PI CTURED BY SMURFI T, COULD BE
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25 SUBSTI TUTED FOR WASTE PAPER IS A -- AS Pl CTURED BY
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25

SMURFI' T COULD BE SUBSTI TUTED FOR WASTE PAPER,
COULD BE SUBSTI TUTED FOR WOOD -- VI RA@ N WOCD BASED
PAPER. BUT ONE OTHER FACTOR THAT WE HAVE NOT
DI SCUSSED IN THI' S PRESENTATI ON IS THAT I N SOVE
CASES, FOR SOMVE TYPE OF AGRI -PULP FIBER, | T COULD
ENHANCE THE USE OF WASTE PAPER. SI MPLY | T Gl VES
SOVE UNUSUAL PROPERTIES TO IT. SO THAT | TSELF
HELPS THE CAUSE OF THE WASTE PAPER UTI LI ZATI ON.

FOR EXAMPLE, FESCUE IN THI S CASE | S
NOT GROW NG | N CALI FORNI A TODAY, BUT IT IS --
ACTUALLY G VES YOU SOVE UNUSUAL PROPERTI ES THAT
COULD | MPROVE YOUR PHOTOCOPY PAPER, FOR EXAMPLE,
THEN ALLOWS YOU TO USE MORE WASTE PAPER.

THANK YQOU.

CHAI RMAN RELI' S:  WELL, THANKS FOR TAKI NG

THE TI ME TO MAKE THI S PRESENTATI ON. | THI NK WE
ALL BENEFI TED GREATLY.

| KNOW YOU LL BE MEETI NG W TH STAFF
AFTERWARDS AND PURSUI NG MORE SPECI FI CS ON THI S,
SO - -

M5. TRGOVCICH: |'D ALSO LI KE TO PO NT QOUT,

AS WELL, THAT THE Al R RESOURCES BOARD | S EXTREMELY
| NTERESTED I N THI S CONCEPT AS WELL AS OTHER
CONCEPTS TO PROMOTE THE | NCORPORATI ON OF RI CE
STRAW | NTO BUI LDI NG AND CONSTRUCTI ON

MATERI ALS.



Please note: These transcripts are not individually reviewed and approved
for accuracy.

47



AT

© 00 ~N oo o b

CODE,
10
11
12
BY
13
14
15
16
17
18
19
20
21

AND RI GHT NOW THEY' RE PURSUI NG SOME PROPCOSALS,
VH CH | KNOW THEY' RE LOCKI NG FOR OUR | NPUT ON,
RELATI NG TO SOME LEG SLATI VE CHANGES THAT WOULD

LEAST PAVE THE WAY OR NOT SERVE AS A BARRI ER TO

THE | NCORPORATI ON OF RI CE STRAW BOTH I N TERMS OF
PAPER PRODUCTS AS WELL AS IN THE AREA OF BU LD NG
AND CONSTRUCTI ON MATERI ALS AS WELL. AND THEY' RE
LOOKI NG AT POTENTI AL CHANGES WHI CH MAY | MPACT THE
PUBLI C CONTRACTS CODE, THE HEALTH AND SAFETY

POTENTI ALLY QUR CODE AS WELL, SO WE' LL BE WORKI NG
WTH THEM I N THAT REGARD AS WELL.
CHAI RMAN RELI' S: | NOTI CED THAT COMVENTS

UNDERSECRETARY ROONEY, CAL- EPA, AND -- AND JOHN
DUNLAP OF THE Al R BOARD ON THI S MATTER, THERE
SEEMS TO BE A KEEN | NTEREST STATEW DE, THE
REGULATORY COMMUNI TY.

THANK YOU VERY MUCH.

OKAY. THAT BRINGS US TO
CONSI DERATI ON OF APPROVAL OF THE RECYCLI NG MARKET
DEVELOPMENT ZONE LOAN APPLI CATI ON FOR THE W NTER
QUARTER.
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22 I F ANYONE WANTS TO SPEAK, 1'LL
REM ND
23 YOU THAT I N THE BACK OF THE ROOM | S A SPEAKER
24 SLIP. PLEASE BRING | T FORWARD BEFORE YOU COME
AND
25 SPEAK.
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M5. TRGOVCI CH: MR CHAI RMAN, |'D JUST

LI KE

2 TO I DENTI FY FOR YOU THE TWO LOANS THAT ARE ON
YOUR

3 AGENDA TODAY ARE CONSI DERATI ON OF THE LOAN FOR
4 PACI FI C STEEL CASTI NG COVMPANY AND LOS ANGELES

5 PAPER BOX AND BOARD M LLS.

6 AS BOB CAPUTI 1S GO NG TO STATE FOR
7 YOU, THESE TWO LOANS MOVED FORWARD THROUGH THE
8 LOAN COW TTEE THAT MET RECENTLY AND HAVE

9 FORWARDED YOU RECOMMENDATI ONS ON THESE TWO

| SSUES.

10 BOB.

11 MR. CAPUTI: |'"M BOB CAPUTI, MANAGER OF
THE

12 LOAN PROGRAM

13 THE TWO LOANS THAT WE HAVE BEFORE US
14 TODAY ARE PACI FI C STEEL CASTI NG COVPANY, A

15 CALI FORNI A CORPORATI ON.  PACI FI C STEEL CASTI NG
HAS

16 REQUESTED LOAN FUNDS FOR THE PURCHASE OF A

CASTI NG

17 SAND RECLAMATI ON SYSTEM

18 THI'S SYSTEM W LL ENABLE THE COMPANY
19 TO REUSE 100 PERCENT OF THE 8, 000 ANNUAL TONS OF

20

CASTI NG SAND WHI CH CURRENTLY IS DEPOSI TED I N THE
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21 RI CHMOND LANDFI LL.

22 PACI FI C STEEL CASTING | S THE ONLY
23 FOUNDRY | N CALI FORNI A THAT WLL EMPLOY THI S

24 SYSTEM  FI VE SYSTEMS HAVE BEEN PURCHASED BY U. S.
25 BASED CORPORATI ONS. FIFTY-FI'VE OF THE SYSTEMS
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HAVE BEEN SOLD WORLDW DE.

WTH THI'S LOAN, WE W LL BRI NG I NTO
CALI FORNI A A NEW REUSE TECHNOLOGY.

THE ZONE AFFECTED BY THE LOAN WOULD
BE THE OAKLAND/ BERKELEY RVDZ. THE AMOUNT OF LOAN
REQUESTED | S $684, 950 OF A TOTAL PRQJECT COST OF
1, 330, 000.

USE OF THE FUNDS W LL BE FOR THE
PURCHASE OF THE EQUI PMENT. THE PRODUCT W LL
ACCOUNT FOR DI VERSI ON OF 8, 000 TONS ANNUALLY AND
CREATE FOUR JOBS.

THE SECOND LOAN |'S LOS ANGELES PAPER
BOX AND BOARD M LLS. THE COWPANY CURRENTLY HAS
FOUR DIVI SIONS. THI S PROJECT | NVOLVES ADDI NG
CONTI NUOUS PULPER SCREENS TO THE M LL DIVISION TO
| NCREASE USE OF M XED PAPER | N THE MANUFACTURE OF
BOX BOARD.

THE AFFECTED ZONE IS THE LOS ANGELES
COUNTY RMDZ. THE LOAN AMOUNT REQUESTED IS 750, 000
OF A TOTAL PROJECT COST OF $1, 534, 980.

THE USE OF FUNDS |'S MORE EQUI PMENT
AND RELATED ENG NEERI NG FEES. THE PROQJECT W LL
ACCOUNT FOR DI VERSI ON OF 5, 000 TONS ANNUALLY AND
THE CREATI ON OF FI VE JOBS.
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CHAI RMAN RELI'S: | KNOW WE HAVE CHRI STI E
BEEMAN REPRESENTI NG THE OAKLAND/ BERKELEY RVDZ, AND
YOU VE REQUESTED TO SPEAK, SO MAYBE WE' LL ASK YOU
TO COVE FORWARD AND TELL US WHAT' S UP.

MS. BEEMAN: |'M CHRI STI E BEEMAN, THE ZONE
COORDI NATOR FOR THE OAKLAND/ BERKELEY RMDZ, AND |
JUST WANTED TO SAY A COUPLE WORDS ABOUT THE
| MPORTANCE OF THI' S PROJECT TO OUR ZONE.

FOUNDRY SAND DI SPCSAL | S A VERY
SI GNI FI CANT | SSUE | N BOTH OAKLAND AND BERKELEY.
THE 8, 000 TONS THAT THI S PROJECT WOULD DI VERT
REPRESENTS ABOUT 6 PERCENT OF BERKELEY'S TOTAL
DI SPOSAL, AND THIS IS ONE OF TWO SI GNI FI CANT
FOUNDRI ES | N BERKELEY. SO WE ARE LOOKI NG AT THI' S
AS A SORT OF FIRST STEP I N ADDRESSI NG A REALLY
MAJOR DI SPOSAL | SSUE FOR OUR AREA AND KI ND OF A
DEMONSTRATI ON FOR THE OTHER FOUNDRI ES OPERATI NG I N
OAKLAND AND BERKELEY THAT THI S -- THI S REUSE
TECHNOLOGY | S A VI ABLE OPTI ON.
PACI FI C STEEL HAS TAKEN A LOT OF
I NI TI ATI VE I N | NVESTI GATI NG THI S TECHNOLOGY AND
MAKI NG THE BUSI NESS DECI SI ON THAT -- THAT THI S
MAKES SENSE FOR THEM AND |'M VERY HOPEFUL THAT WE
CAN SUPPORT THEM I N SUPPORTI NG OUR DI VERSI ON
EFFORTS BY APPROVI NG THI S LOW | NTEREST LOAN TO
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THEM
SO JUST WOULD LI KE TO URGE YOUR

SUPPORT AND THANK YOQU.

CHAI RMAN RELI' S:  COMMENTS?

MEMBER CHESBRO: THAT'S A SI GNI FI CANT
AMOUNT OF DI VERSI ON FOR THE COMMUNI TY.

MEMBER PENNI NGTON: | WLL SAY, MR
CHAI RVAN, THAT THEY PO NTED THIS OQUT TO US. | WAS
CONCERNED ABOUT THI'S LOAN. I T ONLY RANKED 50
PO NTS OF A HUNDRED PO NTS.

| THOUGHT I T WAS PRETTY LOW AND |

FELT LI KE, YOU KNOW WE' RE REALLY NOT GETTI NG A
LOT OF BENEFIT FROM I T, BUT IF IT'S 6 PERCENT OF
DI VERSI ON OF -- OF THE AREA, THEN | THI NK THAT
MAKES A SI GNI FI CANT DI FFERENCE | N THE WAY | THI NK,
AND SO, THEREFORE, |'LL MOVE TO APPROVE THE LOAN.

CHAI RMAN RELI'S:  WE HAVE A MOTION TO
APPROVE THAT, AND | ASSUME THE OTHER - -

MEMBER PENNI NGTON:  SURE. | F YOU WANT TO
DO THEM BOTH TOGETHER, SURE.

MEMBER CHESBRO |'LL SECOND IT. | DO HAVE
AN ADDI TI ONAL COMMVENT.

CHAI RMAN RELI' S:  YES. MR CHESBRO.

MEMBER CHESBRO: | THI NK ONE OF THE REASONS
VWHY | T GOT THE LOW RATI NG THAT I T DI D I S BECAUSE
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AND

VE HAVEN T COMPLETELY GOTTEN TO THE PO NT WHERE WV\E
HAVE FI GURED OUT HOW REUSE AND ESSENTI ALLY WASTE
PREVENTI ON WORKS | N THI S PROCESS.

WE DI D MAKE A DECI SI ON -- EVEN THOUGH
THE LOAN PROGRAM ORI GI NALLY LEG SLATI VELY WAS
FOCUSED ON CREATI NG NEW CAPACI TY FOR RECYCLED
MATERI ALS AS OPPOSED TO REUSE, WE DI D MAKE THE
SHI FT SEVERAL YEARS AGO TO MAKE SURE THE REUSE
BUSI NESSES WERE AVAI LABLE.

WE HAVE FUNDED SEVERAL. THE ONE THAT
COMES TO M ND IS ALSO I N THE BERKELEY/ OAKLAND
ZONE. I T'S THE AM GO BAG COMPANY THAT
RECONDI TI ONED THOSE LARGE | NDUSTRI AL SHI PPl NG
BAGS, AND I THI NK THERE' S BEEN A COUPLE OTHERS
THAT WERE REUSE ORI ENTED.

BUT THE HI ERARCHY, | DO THI NK, NEEDS
TO BE CONSI DERED, AND | HOPE THAT I N THE WORKSHOPS
AND I N UPCOM NG REVI EW OF -- OF OUR PROCESSES, WE
WLL TRY TO MAKE SURE THAT REUSE GETS | TS
APPROPRI ATE PLACE ALONG W TH CAPACI TY FOR
PROCESSI NG RECYCLED MATERI ALS WHICH | S Gl VEN A
VERY H GH PRICRITY, BUT TH S SCORED LOW ON THAT,
VERY LOW BECAUSE I T DIDN T REALLY FIT THE -- THE
CRI TERI A THAT WE HAD.

SOl THINK I'T"'S AN EXCELLENT LOAN
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T -- 1T 1S ONE MORE THI NG WVE CAN PO NT TO THAT' S
BEEN A STRUGGLE TO BE ABLE TO ACCOWLI SH THESE
THI NGS, BUT WHAT WE CAN PO NT TO THAT DOES HAVE
THE PROGRAM REFLECT THE ADOPTED HI ERARCHY OF AB
939 AT I TS PREVENTI ON AT THE TOP.

MR, CAPUTI: WE WLL BE ADDI NG THAT TO THE
AGENDA OF THE PRI ORI TI ZATI ON WORKSHOP.

CHAI RMAN RELI'S: | DON T BELI EVE YOU HAD
QUI TE FI Nl SHED YOUR PRESENTATI ON, SO WE HAVE A
MOTI ON, BUT GO AHEAD I F YOU HAVE I T --

MR. CAPUTI:  NO.

CHAI RMAN RELI' S:  YOU RE DONE.

OKAY. SO WE HAVE A MOTI ON AND A
SECOND TO APPROVE THE LOANS. WE' LL CALL THE ROLL.

THE SECRETARY: MEMBER CHESBRO?

MEMBER CHESBRO.  AYE.

THE SECRETARY: MEMBER PENNI NGTON?

MEMBER PENNI NGTON:  AYE.

THE SECRETARY: CHAI RMAN RELI S.

CHAI RMAN RELI'S:  AYE. AND CONSENT?

MEMBER CHESBRO.  SURE.

MS. TRGOVCI CH: MR, CHAI RMAN, MAYBE JUST A
FOLLOW UP ON BOARD MEMBER CHESBRO S COMVENT I N
TERMS OF THE WORKSHOP.

THERE ARE -- IN A SENSE THERE ARE TWO
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| TEMS MOVI NG FORWARD HERE. WE SCHEDULED A LOAN
WORKSHOP FOR FEBRUARY 5TH WHERE WE' RE GO NG TO BE
LOOKI NG AT LOAN PROGRAM | SSUES RELATED TO
CREDI T/ COLLATERAL- TYPE OF | SSUES, THE UNDERWRI Tl NG
PROCESS, AS WELL AS THE OVERALL, YOU KNOW
OBJECTI VES OF THE PROGRAM AS IT -- I T RELATES TO
DO WE FUND START- UP BUSI NESSES, HOW DOES CALCAP
FIT IN ETC

THERE' S ANOTHER ELEMENT THAT WE BRI NG
FORWARD ON AN ANNUAL BASI S AND THAT' S THE
PRI ORI TI ZATI ON. AND ONE THI NG THAT WE' D LIKE TO
WORK W TH YOUR OFFI CES ON I N THE COM NG WEEKS, AS
WE FI NALI ZE THE AGENDA FOR THE WORKSHOP, |S DOES
THE PRI ORI TI ZATION FIT IN WTH THE WORKSHOP OR | S
THAT A SEPARATE DI SCUSSI ON THAT THEN FOLLOWS ON
THE WORKSHOP, USES THE WORKSHOP | NPUT AS A DRI VI NG
PO NT OR BASI S FOR THE PRI ORI TI ZATI ON DI SCUSSI ONS.

SO WE' LL BE WORKI NG W TH YOUR OFFI CES
I N THE COM NG WEEKS TO SEE HOW THAT SPLI TS OUT,
WHETHER | T' S MOVED FORWARD JO NTLY OR SEPARATELY.

MEMBER CHESBRO: | WASN T TRYI NG TO
PREJUDGE WHETHER THAT WAS A WORKSHOP TOPIC. | WAS
MOSTLY ACTUALLY REFERRI NG TO THE ANNUAL REVI EW OF
THE PROCESS AND THE PRI ORI TI ES AND NOT -- THAT
JUST POPPED OQUT OF My MOUTH WHEN | SAI D WORKSHORP.
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MS. TRGOVCICH:  IT'S A VERY GOOD COMMENT
BECAUSE THESE TWO ARE SOVEVWHAT Tl ED TOGETHER SI NCE
VEE NORMALLY COVE FORWARD W TH THE ANNUAL
PRI ORI TIES I N THE FEBRUARY/ MARCH Tl ME FRAME TO
ASSURE ADOPTI ON BY THE END OF MARCH.

WE ARE SEEI NG THESE TWO | TEMS COME
TOGETHER, SO WE' RE GO NG TO NEED TO WORK OUT A
PROCESS ON HOW -- HOW THEY FOLLOW

CHAI RMAN RELI'S: DI D Ms. BEEMAN LEAVE? OH,
| DIDN T SEE YOU.

YOU MENTI ONED THAT -- BEFORE WE LEAVE
THI S SUBJECT, THAT THERE ARE OTHER FOUNDRI ES I'N --
SO DO YOU SEE THI' S POSSI BLY OPENI NG UP A WAY TO
GET FURTHER DI VERSI ON? COULD YOU COMVENT ON THAT?

MS. BEEMAN: YEAH. ACTUALLY |'VE ALREADY
MET W TH ANOTHER -- AND CHUCK HABRECHT AND | MET
W TH ANOTHER FOUNDRY | N BERKELEY ALREADY THI S
VAEEK.

THEY -- THE PEOPLE I N THE SAME
| NDUSTRY ALL TALK TO EACH OTHER, SO AS SOON AS
PACI FI C STEEL MOVED FORWARD W TH THElI R PRODUCT - -

CHAI RMAN RELI'S: YOU DON' T THI NK OF
BERKELEY BEI NG SUCH A STEEL MAGNATE.

MS. BEEMAN:  THEY TRY AND KEEP I T QUI ET.

SO WE ACTUALLY, JUST AS AN ASI DE, ARE
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LOOKI NG AT THE BROADER | SSUE OF THE FOUNDER
DI SPOSAL FOR SMALLER FOUNDRI ES. THI S TYPE OF
EQUI PMENT DOESN T MAKE SENSE, THE CAPI TAL
| NVESTMENT, THE NUMBERS DON' T WORK OUT FOR SMALLER
FOUNDRI ES, SO WE' RE ALSO LOOKI NG AT OTHER
ALTERNATI VE USES | N CONSTRUCTI ON AND PAVI NG AND
OTHER ALTERNATI VE USES FOR THEI R SAND THAT WOULD
BE DI VERSI ON AS WELL.
SOIT"S A-- IT S A Bl GGER PRQJECT
FOR US THAN JUST THE ONE AREA.
MEMBER CHESBRO | KNOW THAT I N THE CASE OF
THI' S PARTI CULAR LOAN, WE NEEDED TO A MAKE A
FI NDI NG THAT | T HAD BEEN NORMALLY DI SPOSED OF | N
LANDFI LL.
IS THAT TRUE OF THE -- | N GENERAL OF
THESE FOUNDRI ES? |S THAT THE PRI MARY -- | S THAT
WHERE | T'S ALL GOl NG - -
MS. BEEMAN:  YEAH.
MEMBER CHESBRO:. -- TO THE LANDFI LL?
MS. BEEMAN:  YEAH.
THERE ARE A COUPLE OF FOUNDRI ES WHO
HAVE OFF AND ON WORKED W TH SOVE OF THE PAVI NG
CONTRACTORS TO TRY AND GET THI S MATERI AL USED, BUT
| TS DEFI NI TELY MORE THE EXCEPTI ON THAN THE RULE.
MEMBER CHESBRO: MOST OF I T'S GONE TO THE
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LANDFULL.

MS. BEEMAN: THE VAST MAJORITY IS THE
LANDFI LL.

ALSO, THERE | S MANY FOUNDRI ES WHO USE

SOVE PERCENTAGE OF THEI R SAND | N OUR PRCOCESS USI NG
A LOWNER TECH RECLAMATI ON EQUI PMENT, BUT TO GET TO
THE HI GH USE NUMBERS, THE 100- PERCENT REUSE, THI S
KIND OF THERMAL RECLAMATI ON | S REQUI RED.

CHAI RMAN RELI'S: THANK YOU VERY MJUCH.

SO, MR, CAPUTI, DO YOU -- ARE YQU

VWAI TI NG FOR THE NEXT | TEM?

MR, CAPUTI: SURE AM  THESE ARE HARD ACTS
TO FOLLOW

CHAI RMVAN RELI'S:  THEN WE' RE ON TO THE LOAN
COW TTEE APPO NTMENT.

MS. TRGOVCI CH: MAYBE, MR. CHAI RVAN, JUST
TO PROVI DE A BACKDROP FOR THI' S, AS YOU REMEMBER,
THE COVM TTEE AND BOARD FORMALI ZED AN | NFORMAL
PROCESS TO SOLICIT | NPUT. AND PART OF THE
RECOMMENDATI ONS THAT BOB'S GO NG TO PROVI DE TO YQU
NOW ON FI LLI NG THE VACANCI ES ON THE LOAN COW TTEE
FOLLOW THAT PROCESS, AND |'D LIKE TO SAY AT THI S
TIME WE VWENT WTH A VERY BROAD SOLI CI TATI ON FOR
POTENTI AL NEW MEMBERS.
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MEMBERS; WE SOLI Cl TED YOUR OFFI CES, AS WELL AS THE
ZONE ADM NI STRATORS | N BRI NG NG THESE CANDI DATES
FORWARD TO YOU.

MR. CAPUTI: AND THAT LENGTHY PROCESS
BROUGHT FORTH THREE FI NE CANDI DATES. FOR THE
PUBLI C SECTOR SOQUTH, WE HAVE LUPE VELA, WHO I S THE
MANAGER OF THE SOLI D WASTE MANAGEMENT OFFI CE OF
THE CITY OF LOS ANGELES.

LUPE IS THE ONLY | NCUVMBENT AMONG
THESE CANDI DATES THAT | S SEEKI NG REAPPO NTMENT,
AND SHE'S SERVED FOR, | BELIEVE, TWO YEARS AND
VERY VWELL ON OUR LOAN COWM TTEE.

THE PRI VATE SECTOR CANDI DATE 1S
DONALD FRASER. MR FRASER IS THE EXECUTI VE
VI CE- PRESI DENT OF FARMERS AND MERCHANTS BANK
LOCATED IN LODI. MR FRASER, |F APPO NTED, W LL
BE THE FI RST REPRESENTATI VE FROM THE CENTRAL
VALLEY REG ON.

THE URBAN CANDI DATE IS M CHAEL
MCCRAW MR, MCCRAW | S THE PRESI DENT AND CHI EF
EXECUTI VE OFFI CER OF THE CALI FORNI A SMALL BUSI NESS
DEVELOPMENT CORPORATI ON LOCATED | N SAN DI EGO.

EACH OF THESE CANDI DATES ARE WELL
QUALI FI ED AND W LL MAKE EXCELLENT LOAN COWM TTEE
MEMBERS | F APPO NTED.
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1 CHAI RMAN RELI'S:  WELL, | APPRECI ATE YOUR
2 G VING US THE CHANCE W TH THE RESUME. | KNOW YQU
3 SENT THOSE TO ME.

4 | HAVE NOT HAD A CHANCE TO TALK TO
5 THE | NDI VI DUALS SPECI FI CALLY, BUT THE -- THEY LOX
6 EM NENTLY QUALI FI ED FOR THE LOAN COWM TTEE.

7 SO |' M CERTAI NLY REASSURED THAT

8 THE - -

9 MEMBER PENNI NGTON: MR, CHAI RMAN, | WOULD
10 MOVE THAT THESE NOM NATI ONS BE ACCEPTED.

11 MEMBER CHESBRO.  SECOND.

12 CHAI RMAN RELI'S: I T'S BEEN MOVED AND

13 SECONDED. WE' LL CALL THE ROLL.

14 THE SECRETARY: MEMBER CHESBRO.

15 MEMBER CHESBRO.  AYE.

16 THE SECRETARY: MEMBER PENNI NGTON?

17 MEMBER PENNI NGTON:  AYE.

18 THE SECRETARY: CHAI RVAN RELI S?

19 CHAI RMAN RELI' S:  AYE. CONSENT?

20 MEMBER PENNI NGTON:  SURE.

21 CHAI RMAN RELI'S: THANK YOU VERY MJUCH.

22 MOVI NG ON TO | TEM 5, THE APPROVAL
TO

23 I NI TI ATE THE FORMAL RULEMAKI NG PROCESS FOR

24 REVI SI ONS TO THE RECYCLI NG MARKET DEVELOPMENT
ZONE



25 PROGRAM LOAN PROGRAM REGULATI ONS.
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1 M5. TRGOVCI CH: MR CHAIRVAN, TH S | TEM
2 FOLLOWS ALONG DI SCUSSI ONS THAT WE HAD AT PRI OR
3 COW TTEE MEETI NGS.
4 PART OF WHAT YOU RE SEEI NG I N THESE
5 DRAFT REGULATI ONS THAT WE' RE SEEKI NG YOUR APPROVAL
6 ON IS THE | NCORPORATI ON OF COMVENTS AND DI RECTI ON
7 PROVI DED TO STAFF AT A COW TTEE MEETI NG SEVERAL
8 MONTHS AGO WHERE WE DI SCUSSED CONCEPTS AROUND
9 CONTI NUOUS APPLI CATI ON, LOAN COW TTEE
10 COWPOSI TI ON, ETC. AND BOB'S GO NG TO BE
11 DESCRI BI NG THOSE CHANGES THAT WE' RE PROPOSI NG | N
12 THI S PACKAGE FOR YOU.
13 JUST TO OUTLI NE THE PROCESS THAT
14 WE'RE N RIGHT NOW THIS IS A DRAFT PACKAGE.
15 WE' VE GONE THROUGH BOTH -- THROUGH AN | NFORVAL
16 PERI OD, VWHI CH W LL BE DESCRI BED FOR YOU AS WELL
I N
17 TERMS OF COVMMENTS ON THE REGULATI ONS, THE DRAFT
18 REGULATI ONS.
19 WTH COMWM TTEE' S APPROVAL, WHAT THAT
20 WLL DO IS INITIATE THE FORVAL OAL RULEMAKI NG
21 PROCESS, WHICH W LL BEG N A 45- DAY PUBLI C COVMENT
22 PERI OD, AND WE W LL THEN BE RETURNI NG TO THE
23 COW TTEE AT THE CONCLUSI ON OF THAT PUBLI C
COMMENT
24 PERI OD FOR COWM TTEE ADOPTI ON OR PROPOSED CHANGES



25 THAT WOULD THEN RESULT | N SUBSEQUENT 15- DAY
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COMMENT PERI ODS.

SO WHAT WE' RE GO NG TO BE DESCRI BI NG
FOR YOU IS THE I NI TI ATI ON OF THAT PROCESS RI GHT
NOW

BOB?

MR. CAPUTI: THE REGULATI ON REVI SI ONS I N
SUMVARY ARE AS FOLLOW&S: WE' RE AMENDI NG A - -
REFERENCES TO THE LOAN COWMM TTEE TO | NCREASE THE
NUMBER OF MEMBERS TO 12 FROM THE CURRENT SEVEN,
MAI NTAI NIl NG A QUORUM OF FOUR MEMBERS, AND
EXTENDI NG THE APPO NTED TERMS TO THREE YEARS FROM
TWO YEARS.

THESE CHANGES WERE MADE TO ENSURE A
QUORUM FOR LOAN COW TTEE MEETI NGS AND TO
ACCOMMODATE ADOPTI ON OF A CONTI NUOUS APPLI CATI ON
PROCESS W TH MONTHLY MEETI NGS AS NEEDED.

CHAI RMAN RELI'S:  LET'S -- LET'S UNDERSCORE
THAT. THAT'S PROBABLY THE MOST SI GNI FI CANT MOVE
OF THI' S RULEMAKI NG EFFORT IS THAT WE W LL GO I NTO
A -- IN EFFECT A CONTI NUOUS LOAN- MAKI NG APPROACH
VWH CH WE' VE LONG WANTED TO DOQ.

MR. CAPUTI: | T WLL HAVE A DRAMVATI C EFFECT
ON THE PROGRAM

CHAI RMAN RELI' S:  YEAH.

MR, CAPUTI: CHANGES ARE ALSO MADE TO AMEND

62



© 00 ~N oo o b~ w N P

T N N N S T e e N T S S S S S
gag A W N P O © 0o N oo 0o~ W N O

THE DEFI NI TI ON SECTI ON TO | NCLUDE TERMS WHI CH WERE
NOT PREVI QUSLY DEFI NED.

AN ADDI TI ONAL REVI SI ON WAS MADE TO
CLARI FY THE COLLECTI ON OF THE 3- PERCENT LOAN FEE
AS DUE HALF UPON ACCEPTANCE OF THE BOARD S LOAN
COWM TMENT W TH THE BALANCE DUE UPON FI RST
DI SBURSEMENT. THI'S FEE COLLECTI ON POLI CY WAS
ADOPTED BY THE BOARD AT I TS MARCH 29TH MEETI NG OF
1995.

VWE DI D NOT | MPLEMENT THE -- THI' S
POLI CY AT THAT TI ME BECAUSE, ON FURTHER REVI EW
LEGAL FELT THAT I'T WOULD BE I N CONFLI CT WTH THE
EXI STI NG REGULATI ONS, SO WE HAVE CHANGED THE
REGULATI ONS NOW TO ACCOVMODATE THESE -- THE FEE
COLLECTI ON.

THE CHANGES ALSO ELI M NATE REFERENCES
TO APPLI CATI ONS AND LOAN COW TTEE REVI EW6 ON A
QUARTERLY BASIS. THI'S WLL ALLOW FOR THE
CONTI NUOUS APPLI CATI ON PROCESS.

VE MADE A NUMBER OF NON- SUBSTANTI VE
CHANGES JUST TO CLARI FY LANGUAGE AND TO SI MPLI FY
| T. THE REGULATI ON CHANGES WERE BASED ON
DI SCUSSI ONS HELD W TH BOARD STAFF, CONSULTANTS,
ZONI NG STAFF, LOAN COW TTEE MEMBERS, LOAN
APPLI CANTS, JUST ABOUT ANYONE THAT WANTED TO
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1 COMMENT ON THE LOAN PROGRAM OVER THE LAST COUPLE
2 OF YEARS, AND WE' VE TRI ED TO TAKE ALL THOSE

3 SUBSTANTI VE CHANGES AND COMMENTS | NTO EFFECT I N
4 THI S REG CHANGE.

5 THE ONLY FORMAL RESPONSE WE HAD TO
6 OUR REQUEST FOR COMVENTS -- WE SENT OUT REQUEST
7 FOR COMVENTS TO LOAN COW TTEE, TO BOARD MEMBERS
8 OF ALL THE ZONES, AND THE ONLY FORMAL RESPONSE WE
9 HAD CAME FROM CHRI STI E BEEMAN, THE ZONE

10 COORDI NATOR FOR THE OAKLAND/ BERKELEY ZONE. AND
11 MS. BEEMAN SUPPORTED THE REG CHANGES W TH THE
12 EXCEPTI ON OF THE 3- PERCENT LOAN FEE CHANGE, VH CH
13 SHE FEELS WOULD DETER BORROVWERS FROM SEEKI NG

14 ALTERNATE FI NANCI NG DURI NG THE LOAN CLOSI NG

15 PROCESS.

16 CHRI STIE' S LETTER CI TED OTHER LOAN
17 PROGRAM | SSUES | NVOLVI NG COLLATERAL, GUARANTEES,
18 M CRO LOANS, MAXI MUM LOAN AMOUNTS, MACRO LOANS,
19 AND START- UP BUSI NESSES.
20 EACH OF THESE | SSUES ARE ON THE
21 AGENDA AS PART OF THE DI SCUSSI ON I N THE LOAN
22 PROGRAM WORKSHOP THAT' S NOW SCHEDULED FOR
FEBRUARY

23

S5TH.



24 MS. BEEMAN ALSO ClI TED THE NEED FOR
25 SI VPLI FI ED BO LERPLATE LOAN DOCUMENTS I N HER
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1 LETTER, AND |'M PLEASED TO REPORT THAT THE LOAN

2 PROGRAM STAFF ARE CLOSE TO RESOLVI NG THAT MATTER

3 I N THE ATTEMPT TO SI MPLI FY AND SPEED UP THE LOAN

4 CLOSI NG PROCESS. AND | HOPE THAT W THI N THE NEXT
5 QUARTER, THE FI RST QUARTER OF ' 97, WE ADOPT A

6 SI MPLI FI ED BO LERPLATE LOAN DOC, FAR BRI EFER THAN
7 THE ONE WE' VE GOT CURRENTLY.

8 I DO WSH TO NOTE THAT THE STAFF

9 RECOMVENDATI ON ON PAGE 2 IS | NCORRECT. THE I TEM
10 DOES NOT NEED TO GO TO THE BOARD, BUT RATHER CAN
11 BE APPROVED BY THI S COWM TTEE.

12 ARE THERE ANY QUESTI ONS?

13 CHAI RMAN RELI' S:  QUESTI ONS?

14 OKAY. WE ARE LOOKI NG FOR MOVI NG THI' S
15 | NTO RULEMAKI NG. I T'S NOT COM NG BACK HERE. IT
16 WLL GO OQUT FOR 45 DAYS, AND THAT W LL BE THE

17 NATURE OF OUR ACTI ON TODAY, CORRECT?

18 MEMBER PENNI NGTON: MR, CHAI RMAN, | MOVE
19 THAT WE SEND I T OUT FOR RULEMAKI NG.

20 CHAI RMAN RELI'S: I NI TI ATE THE RULEMAKI NG?
21 MEMBER PENNI NGTON: | NI TI ATE THE

22 RULEMAKI NG. THANK YOU.

23 MEMBER CHESBRO.  SECOND.

24 MS. TRGOVCICH: MR CHAIRMAN, |F I COULD

MAKE ONE REQUEST, G VEN THE PREVI QUS | TEM AND HOW
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VE DI SCUSSED THE NATURE OF THE CONVERG NG THE LOAN
PROGRAM WORKSHOP W TH THE PRI ORI TI ZATI ON
DI SCUSSI ON THAT WE NEED TO HAVE, THAT BY
REGULATI ON | S REQUI RED TO BE ADOPTED BY MARCH -- |
BELI EVE MARCH 31ST, THAT MAYBE WE | N THE NEXT WEEK
COULD JUST WORK W TH YOUR OFFI CES TO EVALUATE
THAT, THE LANGUAGE THAT'S I N REGULATI ON RI GHT NOW
ON THE PRI ORI TI ZATI ON, AND SEE | F THERE'S A WAY TO
MAYBE JUST PROVIDE A LITTLE BIT OF FLEXIBILITY SO
THAT AT LEAST FOR THI S CYCLE, THE 1997 CYCLE, WE
CAN MAKE SURE THAT EVERYTHI NG THAT COVES OUT OF
THE LOAN PROGRAM WORKSHOP CAN BE CONSI DERED | N THE
PRI ORI TI ZATI ON W THOUT | MPI NGl NG UPON THE REGULA-
TORY DEADLI NE FOR ADOPTI ON.

CHAI RMAN RELI' S:  OKAY. AND YOU LL HELP
usS --

MS. TRGOVCI CH:  YES.

CHAI RMAN RELI' S:  -- FI GURE OUT WHAT THAT
| S?

MS. TRGOVCI CH:  YES.

CHAI RMAN RELI' S:  OKAY. WAS THERE A SECOND?

MEMBER CHESBRO: (NODS HEAD AFFI RVATI VELY.)

CHAI RMAN RELI S:  OKAY. MOVED AND SECONDED.
CALL THE ROLL.

THE SECRETARY: MEMBER CHESBRO?
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MEMBER CHESBRO. AYE.
THE SECRETARY: MEMBER PENNI NGTON?
MEMBER PENNI NGTON:  AYE.
THE SECRETARY: CHAI RMAN RELI S.
CHAI RMAN RELI' S:  AYE. AND THAT DOCES NOT
NEED TO BE FORWARDED.
THANK YOU.
OKAY. THAT COWLETES OUR AGENDA.
ANY COMMENTS OF A GENERAL NATURE? | F
NOT, WE'VE COWPLETED OUR BUSI NESS. THANK YOU.

(END OF PROCEEDI NGS AT 10:55 A.M)
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